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The March of the News 


IN NATIONAL AFFAIRS 


arses sending two messages to Congress last 
S week proposing new legislation, President 
Roosevelt announced that he had completed his 
recommendations for this session. 


One new law sought by the Chief Executive 
is designed to plug loopholes in the income tax 
laws. The other message asked Congressional 
sanction for a plan to create seven regional 
planning authorities modelled after the TVA. 


Two other Presidential pronouncements, made 
verbally to the press, were also “big news” of 
the week. In one statement the President re- 
iterated that there was to be no change in the 
government's gold policy, thereby setting at 
rest rumors that the Treasury would stop pay- 
ing $35 an ounce for gold to check the unwanted 
inflow of the metal from abroad. 


RUMORS AND THE COURT PLAN 

Then the President spiked another rumor. He 
denied that the Administration had abandoned 
its proposal to Congress for court reform and 
said he had no doubt the necessary legislation 
would be passed at this session. To questions 
as to whether he would insist on power to ap- 
point an additional Supreme Court justice for 
each justice who failed to retire at the age of 70, 
the President gave no direct reply, but he left 
the impression that he was more interested in 
the plan as a whole than in specific details. 


Quick action was taken by the Senate to carry 
out the President’s proposal for a law to plug 
loopholes in the income tax laws. A resolution 
was adopted giving the Treasury authority to 
investigate tax evasion methods and make its 
finding public. Opposition to the publicity 
clause developed in the House and resulted in 
the measure being referred to a committee which 


was still arguing over this point when adjourn- | 


ment was taken over the week-end. 


Some progress was made in consideration of | 


- A Century of Progress Cuts the Hours 


the wage and hour legislation, proposed by the 
President in a special message sent to Congress 
in the preceding week. Public hearings were 
begun before Senate and 
meeting jointly. Principal witness was Assist- 
ant Attorney General Robert H. Jackson, who 
explained that the measure had been drawn to 
meet every constitutional test. 


STRATEGY THAT SUCCEEDED 

Administrative strategy in delaying a final 
vote in the House on the relief appropriation 
bill proved effective. The measure had been 
mutilated by amendments which ear-marked 
one-third of the road 
building and other public works. Through pres- 
sure and promises, the ear-marking blocks were 
broken up and the bill was passed without 
amendments, thus assuring, if the Senate con- 
curs, the maximum in the form of work relief 
and a minimum expenditure for materials and 


House committees, 


sum for flood control, 


non-relief labor. 


Another Administration-sponsored bill—one 
to extend the so-called nuisance taxes for an- 
other two years—weathered attacks in House 
committee and was reported favorably. These 
taxes, estimated to yield over 500 million dol- 
lars, include imposts on gasoline, automobiles, 
theatre tickets, cosmetics and the third cent on 
Mrst-class postage rates. 


NEUTRALITY ISSUE AGAIN 


State department officials were called into 
hurried consultation last week when a German 
man-of-war bombarded a coast town in Spain, 
avenging an aerial bombing of a German “pocket 
battleship” by Loyalist Spanish planes. A Eu- 
ropean war seemed within the realm of pos- 
sibility. 


Congressional voices were raised urging the 
President to invoke the Neutrality Act by de- 


claring Germany and Italy belligerents, which | 
annual progress. 


| hours, to 50.4, in 1919. 


would have meant, among other things, drastic 
trade restrictions. The crisis was eased through 
European diplomacy without Uncle Sam being 
called on to take any action that might have 
complicated the situation. 


The brief crisis may have been responsible for | 


the quickened flow of gold to America, send- 
ing the government’s gold reserve to above 12 
billion dollars for the first time in history. This 
is about 52 per cent of the world’s total. The 
Treasury has bought some 800 million dollars 
worth of gold with borrowed money since the 
first of the year, seeking thereby to prevent it 
trom adding to the money base. The purpose of 
handling it in this way is to avoid price infla- 

} 


tion, but the gold purchases are a heavy drain 


on the Treasury's cash, 


While all this was going on the Supreme 
Court, center of attention in Washington for 
four months, quietly finished its work and re- 
cessed for the summer. 
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Of Labor For Workers Almost in Half 


HE Administration bill now before Congress, 

which would enable a Federal Commission 

to set maximum hours of work for employes, 

comes at the end of a century or more of a 

gradaully declining work week. Although grad- 

ual, the decline has cut almost by half the 
work week which prevailed a century ago. 

The pictogram above singles out six land- 
marks in this long process. 

The first is in the year 1822. This year is 
chosen not because the generally prevailing 
week of about 72 hours was shortened at that 
time, but because the first union resolution on 


record favoring shorter hours was adopted in 
that year. It is recorded that journeymen mill- 
wrights and machinists of Philadelphia “met 
at a tavern and passed a resolution that 10 
hours of labor were enough for one day.” The 
work week of course, consisted of six full days. 

Yet it was not until 1890 that the major in- 
dustries operated on a schedule as low as 60 
hours a week. The year 1890 stands out as 
the one in which the American Federation of 
Labor for the first time declared for a general 
48-hour week. 


DEMAND FOR EIGHT HOUR DAY 


Another quarter-century passed before the 
average work week had been brought even 
within 515 hours of the objective. Profes- 
sor Paul H. Douglas, of the University of Chi- 
cago, estimated from census and other records 
that the average time each worker put in 
weekly at his job in 1914 was 5314. 

The next five years saw much more rapid 
The work week fell about 3 
This was due in part 
to the action of the United States Government 
during the war period. By that time the Amer- 
ican Federation of Labor was seeking to ob- 
tain a 40-hour week. 

Then came the decade of the 1920’s when 
the mechanization of industry increased at an 
accelerated pace. Yet the reduction in hours 
of work showed a comparatively small change. 
The average is estimated to have fallen only 
by 112 hours to the approximate figure of 49. 

The census figures of 1920 showed actually a 
smaller percentage of employes working less 
than 48 hours than had the previous census in 
1920. On the other hand, nearly three-fourths 
of all employes in 1929 enjoyed a work week of 
fewer than 54 hours as compared with only one- 
fourth in 1919. 

Then came the great depression. 

The work period was shortened for many 
employes through the unwelcome necessity of 


For others, the work 
week was increased through the pressure of 


part-time employment. 


competition for the jobs available. 


NRA AND THE 40 HOUR WEEK 

This was the situation when the NRA was 
established in 1933, calling for code hours of 
40 as the 
industries differed in their requirements, but 
this was the norm aimed at. It is likewise 
the prevailing standard under the Walsh-IIealy 
Act applying to those having contracts with 
the Federal Government. 


about general standard. Individual 


When the NRA law was being enacted, the 
American Federation of Labor had lowered the 
work week which it officially favored from 40 
hours to 30 hours. A resolution to this effect 
had been adopted in the Autumn of 1932, and 
the Senate aproved a bill for making such a 
work week mandatory in interstate industry. 
The NRA was a compromise growing out of 
this action of the Senate. 

Actual working hours in industry are now 
probably a little above 40. This at least is the 
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conclusion to which studies of the National In- 
dustrial Conference Board point, based on re- 
ports from manufacturing firms. 

The wage and hour bill now before Congress 
does not specify the maximum number of hours 
This would 
be left to a Federal Commission, which would 
make 


that may be worked in each week. 


its decisions for individual industries, 
and perhaps for individual regions, after ex- 


haustive inquiries. 


A HUNDRED YEARS OF EFFORT 


What have been the forces which have made 
it possible for the laboring man and woman to 
draw pay, and usually larger pay, for a 40- 
hour week instead of for 72 hours of toil a cen- 
tury ago? 

In the background was the onward march of 
invention, making it possible for an individual 
worker to produce more through the operation 
of machinery. So-called “scientific manage- 
ment” also showed how a given expenditure of 
effort could be made to produce larger results 
if directed in the best way. 

Against this background was a century of 
labor organization. Unions sought and won 
many collective contracts with employers which 
called for less onerous working hours while re- 
sisting wage reductions. 

Political pressure soon was brought into 
play, partly in the States but also in Congress, 
which aimed at reducing the work week. Many 
of the laws passed were rendered null and void 
by the courts. 

Finally the Federal Government itself has 
stepped in. Its aid to collective bargining has 
been upheld by the Supreme Court. Its sup- 
port of shorter hours under the NRA found- 
ered in 1935, but it now seeks again, under a 
more liberal construction of the Constitution, 
to fix a maximum of permissible working hours 
for at least a large segment of the industrial 
population. 

The earliest arguments used by those who 
would shorten hours of work was that the 
worker required leisure in order to be a good 
citizen. Labor from dawn to dark was held to 
preclude attention to public questions proper 
in a democracy. 

Later the question of health was stressed, 
particularly in relation to the labor of women 
and children. Then the argument based on 
purchasing power was used. It was held that 
without leisure workers had no opportunity to 
spend and so to provide wider markets for 
goods. 


| 
| 
| 


| 
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A LOOK AHEAD—FUTURE TRENDS 


NO immediate shift is likely in the leftward 
course of the Roosevelt Administration. 
The President appears determined to drive 
forward in the weeks ahead, without slackening 
the reform pace. But the vital difference today 
is that Congress is ba/ky, unwilling to follow 
unless driven, 


The White House program of recommenda- 
tions for this session is practically complete, 
with few of the proposals facing smooth going. 
Senators and Representatives are irked by Ad- 
ministration tactics which have kept them stall- 
Also the 
end of emergency atmosphere is bringing more 
normal divisions into conservative and radical 
groupings, with many members of President's 
party in first classification. 


ed and doing little for five months. 


Result is balkiness over relief policies, sharp 
questioning of new wage and hour plan, fiare- 
back on idea of giving Treasury power to hold 
opening hearings on tax evasion, open revolt on 
court change proposition, some coolness to idea 
of seven “new TVA’s,” and definite lack of in- 
terest in ambitious farm program. 


Loosening of party discipline opens way to 
growing bloc pressures. There will be more of 
log-rolling efforts to parcel out Federal money 
and to use new powers to get special favors for 
different regions. The return of Congress to 
larger power would mean more sectionalism, 
less dominance of national viewpoint. 


THE WHITE HOUSE PROGRAM 
Latest re-shuffling in White House places ob- 
jectives in following order of importance: 


First, so-called court reform, in which Su- 
preme Court membership and lower courts 
would be altered. Mr. Roosevelt is determined 
that “new blood” be infused in Supreme Court, 
although no longer insisting on quantity of such 
new blood. A bitter fight impends. 


Second, wage and hour legislation to establish 
minimum labor standards in industry, faces a 
critical Congress. 


Third, continuance of nuisance taxes to raise 
$500,000,000 annually and legislation to plug 
some of the bigger tax loopholes. 


Fourth, enunciation of a national “conserva- 
tion” policy, actually involving creation of seven 
new authorities along the lines of TVA to de- 
velop resources of major riversheds. Faces 
slow going. 

Fifth, governmental reorganization to accom- 

[Continued on Page 3, Column 1.] 
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Wide World 


THE LAST OFFICIAL POSE 
Associate Justice Willis Van Devanter (left), of the 
Supreme Court of the United States, shown with 
Chief Justice Charles Evans Hughes at the last ses- 
sion of the Court he attended after retiring from the 

bench with a service record of twenty-six years. 
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End of House ‘Revolt’ 
On the Relief Bill 


No more “earmarking” of funds. 
Promises and compromises. Drop 
in relief rolls. 


HANKS to five days of back-stage conversations 

and compromises, the Relief Appropriation bill 

totalling $1,500,000,000 now stands approved by the 
House unscathed by an ear-marking crew. 

Approval had been expected on May 27. But on 
that day, Administration leaders found a revolt on 
their hands. Members interested in setting aside 
specific amounts for road building, for flood and 
drought control and for special types of public 
works, including schools, combined their forces and 
wrote into the bill amendments that would have 
tied up one-third the appropriation for these pur- 
poses. 

What this would have meant in lopping off aid to 
destitute was explained by Relief Administrator 
Hopkins and President Roosevelt—a net decrease of 
530,000 relief jobs over and above the decreases 
scheduled. Majoritly Leader Rayburn persuaded the 
House to put off the final vote until June 1. 


OBJECTORS ARE SATISFIED 

For five days telephone wires hummed, White 
House contact men moved rapidly hither and 
thither. 

Those who wanted money for roads were told 
that they would get it without the earmarking, only 
the roads would be mainly farm-to-market roads 
that required much labor and little material cost. 

Those who wanted money for flood and dorught 
control were told that all in need of relief jobs in 
their States would be employed to carry on this 
type of work. 

Those who wanted schools and other public works 
were told that the 95 million dollars of PWA funds 
still unexpended would be available for grants to 
employ relief labor. 

These arguments, 
inspired and_ significant 
home,” had their effect. 

When the House met on June 1, the ear-marking 
amendments, that had been adopted by substantial 
majorities five days before, were reconsidered and 


it is reported, with 
from “back 


combined, 
messages 






were lost by equally substantial majorities. Spend- 
ing was to be again at the discretion of the 
President. 


The final vote on the bill was favorable by 323 
to 44. 


SOME CHANGES IN THE BILL 


As the measure now goes to the Senate, it carries 
several modifications made by the House. 

One of them is a provision that the sum appro- 
priated is to last for the entire year. This clause 
could, of course, later be disregarded by Congress if 
it decided there was need for more money. It stands, 
however, as an expression of policy to guide the ad- 
ministration of the funda. 

Another change is designed to correct a situation 
which often arises when those on relief are offered 
jobs in industry but fear to accept lest they be un- 
able to regain relief jobs again if there jobs cease. 

The amendment forbids the continuance of any 
person on relief who refuses to accept a job of- 
fered at the same or better pay. At the same time 
it makes his rehiring by the Relief Administration 
obligatory in the event he is again without a job. 

The day after the bill was passed by the House, 
Representative Maury Maverick (Dem.), of Texas, 
introduced a resolution calling for a Congressional 
investigation of the Relief Administration. 

Among the facts sought are those bearing on the 
group, estimated at 350,000 to 500,000, who, though 
employable, have been turned over to the States to 
take care of. 

Under plans adopted in 1935, the States were to 
be made responsible for the unemployable needy, 
while the Federal Government would provide re- 
lief jobs for all the destitute who were able to 
work. 


PEAK LOAD MORE THAN HALVED 

Since the peak load of work relief employes, num- 
bering 3,500,000 at the end of 1935, the total has 
been cut so that it now stands at approximately 
2,000,000. Those dropped from the rolls have been 
mainly absorbed into private industry, but under 
the necessity of making the available money go 
around, several hundred thousand additional have 
been let out. At present, some 15,000 are being 
taken from the relief rolls each week. The aim is 
to cut the rolls to about 1.600.000 as an average for 
the coming year. 

Such are the plans for gradually liquidating the 
huge business of caring for the needy as the coun- 
try works its way out of the depression. 
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THE NEWS PARADE: A QUESTION OF NEUTRALITY— 
LABOR BATTLE—VACATION TIME FOR COURT 
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Watchful waiting by State Depart- 
ment. Nemesis for vote frauds. 
Rent strikes. A gum clean-up. 


| iene is an act of war not an act of war? 
German bombing of the Spanish city of 
Almeria, tensing Europe's war crisis fears, had 
its echoes in America. To the White House 
and the State Department marched a little group 
of Congressmen. The recently enacted Neu- 
trality Law provides for an Executive procla- 
mation banning shipments of war materials to 
warring nations. The Congressional neutralists 
demended a proclamation putting embargoes on 
further shipments of war materials to Germany 
and Italy, as under the Act such shipments al- 
ready are forbidden to Spain. 

Congressional importunities were met with 
“watchful waiting” counsels. 

“This is not our war,” Secretary of State Hull 
told the deputation. “We must be cautious. We 
must be quiet.” 

But the Secretary got in touch with the Ger- 
man and Spanish ambassadors, urged that their 
governments seek adjustment of their differ- 
ences without further use of force. 


Forehandedly the Sen- 
ate Military Affairs Com- 
VETERANS OF mittee wees last week to 
FUTURE WARS provide for the “veterans 
of future wars.” Favorably it reported on a bill 
to extend them all the death and disability bene- 
fits now granted to American veterans of past 
wars. But this policy was understood to be not 
inclusive enough to cover the immediate cash 
bonus payments demanded some months ago by 
youths who, satirizing the bonus drive, organ- 
ized chapftrs of the “Veterans of Future Wars” 
at varfous colleges and universities. 

On the home front, labor war flared in vari- 
ous sectors. While thousands of Americans en- 
gaged in Memorial Day processions to ceme- 
teries, paying tribute to the nation’s war dead, a 
grim procession of 1,500 strike sympathizers 
moved toward the beleaguered Republic Steel 
Corporation plant at South Chicago. 

Policemen vainly tried to halt the march. 
Rocks and other missiles began to fly. Shots 
rang out. The demonstrators broke and ran. 
Behind them on the ground lay five dead and 
nearly a hundred injured, two of whom later 
died. For the outbreak both bandied 
blame. 

Around Republic's plant at Warren, Ohio, 
pickets for the Steel Workers’ Organizing 
Committee, affiliated with the CIO, took com- 
mand of roads and turned back all traffic. So 
effective was sniping by their sharpshooters 
that the company abandoned for a while at- 
tempts to get food to besieged “loyal” workers 


BENEFITS FOR 


sides 


+ by 





airplanes. Despite Federal injunctions, 
railroads were blocked from sending supplies. 
Formal protests were sent to Postmaster Gen- 
eral Farley that mails were being interfered 
with and union leaders were dictating to Ohio 
postmasters what types of mail could and could 
not be delivered to the mills. 

There was a lull in the unionization drive on 
the Ford company. Senator LaFollette (Prog) 
*of Wisconsin issued subpoenas for workers al- 
legedly involved in the minor riot at the Ford 
plant to come to Washington to testify before 
his civil liberties committee. 

Meanwhile other motor commpanies that had 
signed contracts with the United Automobile 
Workers found themselves harassed by new 
strike outbreaks. Several Chrysler and Packard 
plants were temporarily shut down. 

Flushed with victory in their strikes against 
the motor companies, UAW workers also be- 
gan “rent strikes” at Pontiac and Detroit, Mich., 
with mass refusal to pay rent on their houses 
till downward adjustments were granted. First 
of the rent strikers tried at Pontiac, however, 
was convicted by an unsympathetic jury after 
only a half hour's deliberation. 

In Kansas City were convicted five more petty 
politicians and ward workers involved in the 
wholesale vote frauds there last November. To- 
tal convictions were thus brought to 45. Judi- 
cial anger blazed from the bench. Pounding 
his desk for emphasis, Federal Judge Albert L. 
Reeves denounced the unapprehended political 
higher-ups responsible for the organized con- 
spiracy of ballot-box stuffing. 

At Washington there were flashes of Execu- 
tive displeasure. Tax-dodgers and vacationing 
judges were targets of Presidential criticism. 
Lumping legal tax avoidance and illegal tax 
evasion together as immoral and contrary to the 
spirit of the laws, the President flayed both in a 
message to Congress and demanded legislative 
plugging of loopholes that mean revenue losses 
to the Treasury. 


Last week the Supreme 


, Court wound up its la- 
ON VACATION; bors until October in its 


REFORM URGED marble temple of justice. 
Irked was the President because the Court had 
not expedited final decisions the Government 
desired in certain public utility suits. The fact 
that the Supreme Court went away on its sum- 
mer vacation under such circumstances was an 
additional argument for putting through his 
Court reform bill, the President told the press. 

Meanwhile Congress, which had marked time 
and come to almost a dead halt while the Presi- 
dent was away on his recent fishing vacation, 
got further previews of the load of completed 
legislation it will be expected to carry to the 
White House before it can get off on summer 
fishing trips. To judicial reorganization, execu- 
tive reorganization, a new AAA, comprehensive 
slum clearance, 


SUPREME COURT 


wages-and-hours regulation, 





’ 


low-cost housing, and extension of “nuisance’ 
taxes was added last week Presidential re- 
quest for a comprehensive power development, 
flood control and soil conservation program. 
(See Col. 5.) 

Beyond reach of Executive criticism, on his 
Maryland farm, was judge. 
For Justice Willis Van Devanter had sent no- 
The novel 

had also 


one vacationing 


tice of his permanent retirement. 
theory that Justice Van Devanter 
placed himself beyond possibility of replace- 
ment on the Supreme bench was put forward 
last week by another jurist. Thus ran the rea- 
soning on this point in an obiter dictum by 
Municipal Judge Patrick J. Keeler of Buffalo, 
ie 

“Justice Van Devanter merely exercised the 
retirement rights and privileges voted by Con- 
gress on March 1, 1937, and no act has yet been 
passed which provides for the appointment of a 
replacement for a ‘retired’ justice. Retirement 
does not create a vacancy on the Court. The 
Constitution provides only three ways for cre- 
ating a vacancy—death, resignation and im- 
péachment.” 

Apparently unperturbed by this opinion was 
the Department of Justice at Washington. 
Greater was its concern over death in line of 
duty of another G-man, Truett E. Rowe, shot 
down by a desperado in New Mexico. The killer 
tried to escape on a horse, but processes of mod- 
ern justice, with special agents zooming down 
in airplanes to joint the hunt, proved too swift 
for him. 


As a result of a G-man’s 


persuasive speech, there 
PUPILS FOR be several thou- 


IDENTIFICATION sands of inky fingers 


in Princeton, N. J., schools on certain days next 
For purposes of identification, the 


FINGER.PRINTING 


will 


September. 
public school system is going to give all Prince- 
ton high school pupils opportunity to have 
their finger-prints taken and made a matter of 
permanent record. Six hundred parents voted 
for the idea. Twelve, however, opposed. With 
apparently not an utter confidence in the bright 
future of their offspring, they said they feared 
the finger-prints thus obtained might be used 
later for criminal identification purposes. 

Some make their footprints on the sands of 
time, some their finger-prints on the scrolls of 
crime—and many more leave their gum-prints 
on the song-famed Sidewalks of New York. 
The Clean Sidewalks Association there has 
launched a great new boondoggle effort. With 
relief labor, it set out to pry all the wads of gum 
off the sidewalks. But after the toilers had 
scraped, whittled and pried along three blocks 
of Broadway, removing an estimated 19,200 cuds 
of gum, it was revealed that they had left an 
equal number of unsightly black smears and 
blotches as objectionable as the original con- 
dition of things. 

And so it began to look as if the noble experi- 
ment had gotten hopelessly gummed up. 
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Wastuaaiton Whispers 





Roswell F. Magill, Under Sec- 
retary of the Treasury, insiders 


A new banking bill to extend the | 
sway of Federal 


the Commission 


Government 


backed 
power pool plan for compromis- 
ing the TVA-utility controversy. 


the Explanation of the way the drive 
for relief economy folded up is 


that constituents brought pres- 


say, was the most surprised man 
in the Government when his 
studies of operation,of present 
tax laws were put to use as the 
basis for a tax-dodger hunt. Tax- 
dodging was but an incident ina 
report he made Secretary 
Morgenthau. 


to 


x ke 


Most prominent legal advisers of 
the White House say privately 
that they are skeptical of the 
legality of the new bill for Fed- 
eral regulation of wages and 
hours because of the Jatitude 
Congress delegates to the Ad- 
ministrative Board to carry out 
the provisions of the measure. 


~*~ * * 


New studies just completed with- 
in the Administration which will 
soon be made public show that 
the trend of recovery and rise in 
national income has been under- 
estimated. 





power over private banking is be- 
ing shaped within the New Deal. 
It has not yet been decided 
whether the measure is to be in- 
troduced this session of Congress 
or the next. 


x * * 


Frances Perkins, Secretary of 
Labor, is counting on adminis- 
tering any minimum wage law 
through the Department of La- 
bor but is encountering strong 
opposition among Congressmen 
to the idea of enlarging the scope 
of her department. 


x~ * * 


The form recommended by the 
President for the Regional Plan- 
ning bill behind-the- 
scenes story of defeat for the 
Federal Power Commission. Its 
recommendations been 
by 
Congressional bloc working for 
Federally controlled power de- 
velopment, since the time when 


masks a 


have 


viewed with suspicion the 


x * * 

Mr. Roosevelt personally is put- 
ting pressure behind new farm 
control legislation, according to 
close to the White 
House. Farm organization lead- 
ers, however, are willing to let 
the plan wait another year until 
they are sure drought is broken 
and that farmers may be counted 
on to give strong support to the 
scheme. 


sources 


x * * 


Assistant Secretary of Labor 
McGrady, according to the story 
being circulated in official cir- 
cles, will be the next New Dealer 
to accept more remunerative em- 
ployment. He is said to be con- 
sidering several attractive offers 
with private organizations but is 
not expected to make his deci- 
sion public until after he has at- 
tended the International Labor 
Office meeting in Europe this 
summer. 


to bear on the economy- 
to point 


sure 
minded Congressmen 
out what the results would be in 
home districts if any sharp re- 
duction were made in relief rolls. 


x* * * 


The real “mystery man” of the 
New Deal is coming more and 
more to be Herman Oliphant, 
counsel to the Secretary of the 
Treasury, who is having a hand 
in determining Administration 
banking policy, fiscal policy, la- 
bor policy and farm policy. 


= 2 


If the Regional Planning bill is 
enacted there will be a vacancy 
on the Securities and Exchange 
Commission, The report going 
of the SEC 


the 


the rounds is that 


one of commissioners is 


slated to be made chairman of 
the Columbia Valley Authority. 














Wide World 


DIPLOMACY AT HOME 
Spain's Ambassador, Dr. Don Fernando de los Rios 
(left), and Minister-Counselor Enrique Carlos de la 
Casa leaving the State Department after discussing 
with Secretary of State Cordell Hull the policy of the 
United States in the recent bombings of German and 
Italian warships by loyalist planes and reprisals 
against the Spaniards by the two powers. Shortly 
after the conference the Spanish Ambassador re- 
turned to Valencia for conferences with government 
leaders. 
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The President's Plan 
For Seven “TVA's’ 


Government as developer of power 
resources. No ‘private monopoly.’ 
Regional programs. 


( N April 10, 1933, President Roosevelt sent a mes- 

sage to Congress recommending the estab- 
lishment of the Tennessee Valley Authority. The 
message concluded: 

“If we are successful here, we can march on, 
step by step, in a like development of other great 
natural territorial units within our borders.” 

Last week, nearly four years and two months 
later, the President sent another message to Con- 
gress, saying: 

“I think we might give consideration to the crea- 
regional authorities or agencies.” 
Each of these, like the TVA, was to operate in the 
watershed of a pivotal river, executing plans for 
use of the water which should be most advantageous 
for the region and for the people inhabiting the 
region. 

Since the earlier message recommending the TVA 
as a “yardstick” or standard for such things as 
power costs, soil improvement, erosion control, and 
reforestation, four historic years have brought two 
new elements into the picture. 


CONSERVING MOISTURE 


One element is an increased appreciation of the 
need for keeping moisture in the soil both as a 
hedge against drought years and to prevent de- 
structive floods, which eat away soil fertility by 
too rapidly a run-off of surface water 

The other element is the need of integrated con- 


tion of seven 


trol as between regions. In the intervening years, 
for instance, the Boulder Dam has begun to de- 
liver electric power to customers, some of whom 
may soon obtain power also from other Govern- 
ment dams (Bonneville and Grand Coulee) at 


prospective rates lower than those contracted for 


from Boulder Dam 


A UNIFIED NATIONAL POLICY 

On these and other points the President is asking 
that Congress give effect to a national policy. In 
tegration would be placed in the hands of a Na- 
tional Planning Commission, be established as 
part of the proposed reorganization of the Execu- 
tive branch of the Government. 

In this national policy this one point stands out: 
“The waterpower resources of the nation must be 
protected from private monopoly and used for the 
benefit of the people.” 


vo 


Under the enabling bill sponsored in the Senate 
by Senator Norris, each of the regional authori- 
tles is to be given effective administration of the 


hydroelectric projects which have been or may be 
undertaken as part of the multiple-purpose water- 
shed development. 

The meaning of this measure, if adopted, is that 
future hydroelectric power development is to be 
a function of the Government. Such developments 
as have been undertaken since 1920 by private com- 
panies have been subject to Federal license. The 
li when 50 years old, whereupon the 
ernment may exercise an option to acquire the 


ce expire 
Goi 


projects at actual cost less depreciation. 


A “SOCIALIZATION” PLAN? 

Spokesmen for the utility industry were quick to 
bring the charge that the new plan meant social- 
lation of the power business. (See “Voice of Busi- 
ness”, Page 6.) 

Of the seven regional authorities envisaged by 
the bill, the TVA is already in existence, but would 
have its territory enlarged to include the Cumber- 
land River. The territories marked out for the 
others are: 

Atlantic Seaboard: Great Lakes and Ohio Valley; 
Missouri and Red River of the North; Arkansas, 
Red and Rio Grande Rivers; Colorado and the rivers 
flowing into the Pacific south of Oregon; Columbia 
River 

Apart from the TVA and the Columbia Valley Au- 
thority, the work of the regional bodies would for 
the time being be the development of plans. The 
first two have dams already under construction or 
operating. 

Such in broad outline is the system of planning 
that had its unwitting origin when Congress voted 
in 1916 to develop power for the manufacture of 
nitrates at Muscle Shoals, a project that later be- 
came the nucleus of TVA operations. 
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A LOOK AHEAD 











[Continued From Page 1.) 
plish at least some of the objec- 
tives of stream-lining proposed 
by the President in January and 
bogged down ever since. Fate of 
this plan is uncertain. 

Sixth, some gesture in the way 
of low-cost housing legislation to 
keep Federal Government ma- 
chinery available to step into this 
field, but without involving any 
important immediate expenditure. 

Seventh, some action on ten- 
ant aid for farmers, to carry out 
a platform promise, but without 
involving any important immedi- 
ate expenditure. 

If President’s proposal to set 
up regional planning authorities 
is enacted, the effect probably 
will be eventually to confine ex- 
pansion of the private industry 
to steam plants, leaving develop- 
ment of water power to the gov- 
ernment. 

Pressure would be strong, how- 
ever toward concentration of dis- 
tribution in the government sys- 
tems, many of the competing com- 
panies being tempted to consider 


the desirability of selling their 


properties to the government. 
Probabilities point to a gradual 
trend in this direction, possibly 
spread over a quarter of a cen- 
tury. 

TVA is driving ahead on its 
power program in districts where 
injunction of Judge Gore had 
held up operations. It is busy on 
extension of transmission lines 
to Memphis and is ready to so- 
licit new customers, now that in- 
junction is dissolved. 

One effect of tine steel strike, if 
prolonged, promises to be an in- 
tensification of the Labor Depart- 
ment’s pressure for legislation to 
enlarge its powers of inquiry 
into strike issues and into affairs 
of those involved. Secretary Per- 
kins seeks powers of subpoena for 
that purpose but Congress is not 
likely to go as far as that. 

Too many dangers would be 
involved for Administration to 
risk change in present gold policy 
which will be continued in hope 
that economic developiment grad- 
ually will cause slackening of for- 
eign gold shipmenis. 

Dilemma over gold policy is 
spurring Administration to con- 
tinue strenuous behind-the-scenes 
maneuvers to ease European war 
scares which are an important 
factor in causing flight of capital 
to this country. 

While drive to plug tax Jeaks 
may lead to proposals in Congress 
of other changes in revenue laws, 
there is little likelihood that any 
fundamental or far-reaching re- 
vision will be made until next 
year when a thorough over- 
hauling of the tax system is plan- 
ned by the Administration. 





+ ARE WORKING WIVES KEEPING MEN JOBLESS? + 
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Wage discrimination against 
women. Problem of unem- 
ployed youth. Job prospects. 


AVE women displaced men from 

jobs? 

If employed married women were 
dismissed from jobs would there be 
work enough for all unemployed 
men? 

What effect would such a step 
have on employment prospects for 
youth? 

Many such inquiries are contained 
in letters to The United States News. 
Just what answers are available 
from official data? 

The Federal Government’s pro- 
cedure is to discriminate against 
only those married women whose 
husbands also are in the Government 
service. When the personnel of an 
agency is reduced the rule is that 
where both husband and wife are 
in the Government service, one of 
them shall be dismissed first, re- 
gardless of efficiency ratings. 


MANY WIVES DISMISSED 

Since that provision was adopted 
in the Economy Act of 1932 several 
thousand married persons, the ma- 
jority of them women, have had to 
leave the Federal service because of 
the law. 

Many States and municipal gov- 
ernments discriminate against mar- 
ried women in hiring new employes. 
Likewise many business firms pre- 
fer to hire men or unmarried wo- 
men. 

Are these discriminatory policies 
justified? Many economists hold 
that the employment of married 
women may be an important factor 
in the unemployment problem. Al- 
though there are no recent figures, 
it is estimated on the basis of the 
trends shown by the 1930 Census, 
which showed 3,000,000 married wo- 
men workers, that there probably 
are an equal number of such work- 
ers today. 


THE “PERMANENT JOBLESS” 

The Works Progress Administra- 
tion, after a study of reempioyment, 
recently forecast that even though 
prosperity during the next few years 
exceeds the 1929 levels there still 
will be between four and five mil- 
lion unemployed. That is, even 
though a high degree of prosperity 
is regained there will be a perma- 
nent army of at least four million 
unemployed 

The most recent census figures 
showed 11 million women gainfully 
employed in this country. If no more 
women had been employed propor- 
tionately at the time of the census 
than were employed half a century 
before, only 8,000,000 women workers 
would have been reported. In other 
words, there was a gain of three 
and one-third millions in the num- 
ber of women workers between 1880 
and 1930 caused by women taking 
up new occupations or new jobs. 

Thus, the increase in the number 
of women workers is just about 
equal to the estimated army of per- 
manent unemployed; the number of 
married women workers is equal to 
more than half the estimated num- 
ber of permanent unemployed. 


MORE WIVES WORKING 

The gain in the number of mar- 
ried women workers was particu- 
larly rapid during the decade from 
1920 and 1930; more than a mil- 
lion married women were added to 
the number of gainfully employed 
during the period. In 1890 only one 
of every 22 married women was 
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Confiicting Answers to the Problem—The Rapid 


Invasion of Wage-earning Fields by Women 


gainfully employed; by 1930, one of 
every nine was so employed. 

Labor-saving devices have made 
the work of cooking, cleaning, dish- 
washing, laundering and other 
household duties much easier. Such 
equipment has enabled many women 
efficiently to do their housework and 
at the same time hold jobs in fac- 
tory, office or shop. 

To counteract this development 
there has been increasing discrim- 
ination against married women in 
hiring new workers. 


RHODE ISLAND’S BAN 

Typical of the official attitude in 
many regions is the receut order of 
Governor Robert E. Quinn, of Rhode 
Island, ordering that all women 
working for the State must leave 
their jobs July 1 if they have hus- 
bands supporting them. 

Governor Quinn’s comment, “I 
have always thought that women 
whose husbands are gainfully em- 
ployed should not hold State jobs,” 
is endorsed by an overwhelming 
proportion of the American public, 
according to a poll taken last No- 
vember by the American Institute of 
Public Opinion. Eight of every 10 
persons polled said that women 
with husbands capable of support- 
ing them should not be permitted 
to earn money in business or in- 
dustry. Typical voter’s comment 
was: 

“Why should a married woman 
with plenty of money take bread out 
of the mouths of women who need 
work? 

A study made by the National 
Education Association showed that 
most school systems do not employ 
married women when hiring new 
teachers. 

MISS ANDERSON REPLIES 

Mary Anderson, Director of 
Women’s Bureau of the Labor 
partment, has declared that 
crimination against married women 
workers often is unjust, as in the 
majority of cases such workers are 
contributing support necessary to 
keep their families on an adequate 
Standard of living. She denounces 
efforts to dismiss married women as 
a means of solving the unemploy- 
ment problem. 

“The actual number of jobs made 
available by the dismissal of mar- 
ried women,” comments Miss Ander- 
son, “would be greatly reduced by 
the need of many of these women, 
when stripped of their earnings, to 
dispense with paid help in their 
homes and the use of such services 
as restaurants and laundries.” 

Figures gathered by the Women’s 
Bureau show that a large percent- 
age of the married women who 
work come from the lower income 
groups Most of them obtain jobs 
in occupations traditionally occupied 
by women workers. 


WHERE WOMEN WORK 

Latest available figures from the 
Census of Occupations showed that 
of all married women workers, 36 
per cent were in domestic and per- 
sonal service, 20 per cent in manu- 
facturing, 9 per cent in agriculture, 
12 per cent in clerical work, 10 per 
cent in professional service, 11 per 
cent in trade, and less than 3 per 
cent in the transportation, commu- 
nication and public service groups. 

How the competition of married 
women workers, experienced in cer- 
tain jobs, may affect the prospects 
for employment of youth is shown 
by information gathered by the Na- 
tional Youth Administration. 

Data gathered by the NYA and the 
United States Employment Service 
show that young persons between 16 
and 25 have suffered more from 
unemployment than most other age 
groups. Reports of the Employ- 
ment Service show that persons un- 
der 21 represent 18.1 per cent of all 
applications for work but receive 
Only 9.3 per cent of the jobs. 

Placement records for young wo- 
men under 25 are much better than 
for young men. In fact, while girls 
under 20 have difficulty getting jobs 


the 
De- 


dis- 


the best placement ratio for women 


is the age group 20-24. 
EXPERIENCE WINS JOBS 


Young workers frequently are un- 
able to get jobs if employers find 
that experienced workers, for ex- 
ample, married women who have 
retained their jobs after marriage, 
are available. Few employes can be 
expected to hire young persons 
whose efficiency has not yet been 
demonstrated if an experienced 
worker is available. 

Just how has the increase in wo- 
men workers affected the supply of 
jobs? 





WOMEN WHO WORK 
Mary Anderson, Director of the La- 
bor Department's Women’s Bureau, 
sees no solution to the unemployment 
wholesale dismissals of 
In the ma- 


problem in 
married women workers. 
jority of cases she finds women in in- 
dustry contributing to the support of 
their families, such support being 
necessary if adequate standards of liv- 
ing are to be maintained. 





entrance of women into 2 
jobs formerly held by men 

For example, one of the direct re- 
sults of the war was the employ- 
ment of a large number of women 


number of 


in Federal Government offices 
where men had been employed. Be- 
fore the Civil War women were of 
such little importance in the teach- 
ing profession that the census 
counted only the male teachers. But 
by 1870 women teachers outnum- 
bered the men teachers two to one. 

Then, too, the period after the 
Civil War saw the development of 
the typewriter and the telephone, 
two new inventions which account 
for nearly one-third of the increase 
proportionately in women workers. 

From 8,474 in 1890 the number of 
women telegraph and telephone op- 
erators increased to 251,427 at the 
time of the last census. The num- 
ber of women stenographers in- 
creased from 21,270 in 1890 to 775,- 
140 in 1930 

The number of women in all cler- 
ical ocupations increased from 2,000 
in 1870 to 2,000,000 in 1930. 

Selling is one field in which there 
has been a tremendous increase in 
the number of women workers. Here 
as in several other occupations the 
growth represents expansion of an 
existing service rather than the dis- 
placement of male workers. 

industries represent 
factory production of 
services formerly made 
in the home. Thus it is but natural, 
it is pointed out, that women 
Should be employed in laundries, 
bakeries and other types of work 


Many 
merely the 
goods and 


new 


which formerly were done almost 
exclusively in the home. 

Like the Civil War, the World 
War speeded the entrance of women 
into many occupations formerly ex- 
clusively filled by men. It resulted 
in lowering barriers against women 
holding only the lower-paid jobs. 

One element in the employment of 
women workers—the practice in 
many fields of paying them less 
than men who are doing the same 
work—is pointed out by Government 
economists as one of the greatest 
dangers in present labor policies 

In some fields men are not neces- 
sarily affected by the lower wage 
standards for women, says Mary V. 
Robinson of the Women’s Bureau 
but in others the double wage stand- 
ard “is like a two-edged sword, 
working an injustice to women by 
causing them to be paid less than 
men and by causing possible hard- 
ships to men wherever they must 
actually compete with women in re- 
gard to various occupations. 

No statistics are available to show 
whether women are proportionately 
gaining more than their share of 
jobs during the present recovery. 


MALE EMPLOYMENT LAGS 
Between 1920 and 1930 there was 
a rise of one-fourth in the number 
of gainfully employed women as 
compared with a rise of one-fifth in 
the number of women in the popu- 
lation. During the same period the 
male population increased 18.1 per 
cent but the number of male work- 
ers increased but 15.2 per cent. 
Basing its caiculation on the 1930 
census figures, the latest complete 
Government survey of employment, 
the National Industrial Conference 





Board concluded recently as a result 
of a special study that “evidence of 
the substitution of female for male 
workers, or of the ‘encroachment’ of 
women in male ocupations, is almost 
entirely lacking.” 

The NICB concluded that the in- 
crease in women workers occurred 
because the male population of 
working age could not supply the 
“enlarged working force now re- 
quired as a consequence of the in- 
troduction of many new types of 
service and the huge expansion in 
older types.” 

These conclusions, however, were 
based on the supply of labor avail- 
able in 1930. Since then, again 
quoting the WPA, there has been an 
increase of more than 4,000,000 in 
the number of potential workers 
because of the increase in the na- 
tion's population 


TECHNOLOGY A FACTOR 

Also technical improvements have 
decreased the need for workers in 
many industries faster than invene 
tions have opened new fields of pro- 
duction. 

The WPA predicts that with in- 
creased family incomes many house- 
wives who now are working will give 
up their jobs and with returning 
prosperity more opportunity will be 
given to the young workers seeking 
a chance for their first jobs. 

But offsetting this there is the 
constantly increasing growth in the 
labor supply due to the natural in- 
crease in the population and the 
changing composition of the popu- 
lation. For many years to come, says 
the WPA, this country faces the 
prospect of an oversuposiy of work- 
ers 








FOES TO SBA 


@ The ancients used bronze on the 
sturdy prows of their galleys. Cen- 


turies loter, sleek clippers cleaved 


the seven seas, their beams held 
firm by copper spikes. Such proud 
old ships of the American Navy 


as the “Granite State“ and the 


“Richmond” contained small for- 
tunes in copper, all reclaimed and 
re-used once these vessels reached 


the journey's end of ships. 


Our great ships of today are veri-. 
table floating monuments to 
copper. Ships’. wireless, lighting, 
telephone and signal systems are 
of copper... greatbronze propellers 
weighing many tons push the 
vessels through the water at ever 


increasing speeds... much decora- 
tive metal work is copper, brass 
and bronze...condensers, turbines, 
water piping all use great quan- 
tities of copper and its alloys. 
R.M.S.”Queen Mary” alone con- 


tains akout 3 million pounds of 


the red metal — more than any 


other vessel afloat, and far more 
than any building in the world. 


La ry y 


The marine industry is an impor- 


tant user of copper in a multitude 


of forms, both in the construction 
of commercial as weil as pleasure 
craft. Anaconda Copper, Everdur,* 
Fastenings, shafts of Tabin Bronze* 
and Tempaloy* are used by lead- 
ing boat byilders. «re meri reg. U.S. rat. of. 
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With the Committees: 
New Laws in Making 


Calendars congested. Night sessions 
probable. War profits and railway 
pensions. 


LL signs point to record-breaking turbulent ses- 
i sions when Congress approaches its mid-sum- 
mer adjournment. 

Committees are congested with undigested busi- 
ness. The ever-widening phases of the President's 
legislative program are spread before them and 
proposals of Senators and Representatives clog the 
calendars. All this means night sessions in the 
heat of the early summer. 

Of the annual appropriation bills, five already 
are law and six are well on their way. A final de- 
ficiency measure always pops up in the closing days 
of a session There will be no last-minute jam on 
these perennial measures. 

The billion and a half dollar relief bill for 1938 
is before a Senate appropriations subcommittee. 
The half-billion a year nuisance taxes are out of 


committee and on their way. 


Reorganization: 

Testifying before the Senate Committee on Re- 
organization, under chairmanship of Senator Byrd 
(Dem) of Virginia, Federal Housing Administrator 
Stewart McDonald said FHA should be permanent, 


+ 





as contrasted with the emergency character of the 
Home Owners’ Loan Corporation, which, he ex- 
plained, was established to rescue the home mort- 
gage market. 

Mr. McDonald told the committee FHA was set 
up in 1934 as a permanent agency to eliminate con= 
ditions which necessitated the HOLC and to obviate 
the need of such direct government lending in the 


future. | 


War Profits: 

At an executive session Wednesday, the Senate 
Committee on Finance decided to ask the Treas- 
ury for a schedule of profits made by munitions, 
war equipment and other manufacturers. Pending | 
that information, the committee deferred action on | 
three measures introduced by Senator Nye (Rep) | 
of North Dakota, Connally (Dem) of Texas and | 
Sheppard (Dem) of Texas, to levy as high as 99 | 
per cent of the wartime profits over a fixed mini- 
mum. The committee may combine the three bills 
into a compromise measure. 


Railroad Pensions: 

R. V. Fletcher, counsel for the Association of 
American Railzoads, testified before the Senate 
committee that the compromise new railroad re- 
tirement pension bill, agreed to by railroad labor 
and railroad executives, should be enacted in time 
to be effective July 1, 1937. Charles M. Hay, counsel 
for the Standard Railway Labor Executives, urged 
passage of the legislation. He expressed belief that 
the recent Supreme Court decision on the Social 
Security Act would cover the question of constitu- 
tionality of the pending legislation. Against the 





bill appeared Herman L. Ekern, former attorney 
general of Wisconsin, who declared it was unfair 
to both labor and the Treasury. 


Neutrality: 

The Senate Committee on Foreign Relations, in 
executive session Wednesday, decided to take no 
action as to recommendation of invoking the neu- 
trality law in the European crisis. Chairman Pitt- | 
man (Dem) of Nevada told the press this decision 
was based on a desite not to embarrass the Presi- 
dent, who has authority to invoke the law, and be- 
cause any precipitate action by Congress might en- 
danger possible peace. The committee may later 
hold hearings on the Nye bill to ban shipments of 
arms abroad. 





Customs Administration: 

The House Committee on Ways and Means has 
completed hearings on the Doughton bill embrac- 
ing omnibus amendments to the administrative 
provisions of the customs laws. It is a Treasury 
proposal and customs officials who testified said 
it parallels the act of the last Congress amending 
administrative provisions affecting liquor taxes. 

One of the interesting though minor provisions 
is that it excludes from customs administration 
two American islands in the Pacific—Wake Island 
and Midway Island—where ground crews of the 
China clipper service are the only inhabitants. 


Crop Insurance: 

Stalled in the House Committee on Agriculture 
is the crop insurance bill, which passed the Sen- 
ate two months ago. Senator Pope (Dem.), of 
Idaho, its sponsor, testified Wednesday before the 
House Committee, asking a favorable report on it. 





Bankruptcy: 

Before the House Committee on Judiciary Tues- 
day, Dr. James A. McLaughlin, of the Harvard Law 
School, testified in favor of the Chandler bill to 
amend the bankruptcy law in 55 ways. He told the 
committee the bill, sponsored by the National 
Bankruptcy Law Conference, is to eliminate con- 
flicting versions and traps in the law which puzzle 
lawyers and students alike, to fill gaps in the law 
and to strengthen the basic law for preference 
among creditors. Watson B. Adair, former presi- 
dent of the National Association of Bankruptcy 
Referees, also testified in behalf of the bill. 








Changesin Status of MajorBills 


H. J. Res. 361, Relief, 1938, ($1,500,000,000) ; House passed 
June 1, 

S. J. Res. 155, To create a tax evasion and avoidance 
commission; Passed Senate June 1; Reported to House 
June 2 

Public Law 127, Extending World War veterans’ term 
insurance; Passed Congress over veto June 1. 

H. R. 5366, To extend Oil Conservation Act until June 
30, 1939; House passed June 3. 

H. J. Res. 375, To extend “nuisance taxes” and excises 
que to expire June 30; Reported to House June 4. 

H. R. 6628, Authorizing increase of 3,000 route-miles 
and 7,000.000 flown-miles annually in airmail service; 
Passed House June 2. 
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here is what happens: 


CAPITOL ITEM: 
CAMERA BITES PHOTOGRAPHER 


dome is merely the result of an odd angle shot taken from the site of excavation work nearby. 

topsy-turvy, the Capitol looking upset and way out of kilter. It is the result of the photographer absent-mindedly pointing his camera at the 

brightly-polished headlight of a motor car. Just what brought a hard-working cameraman out at 4 a. m. to get fog over the Capitol Dome is a 
mystery. The right photo shows what happens to cameramen with insomnia. 


~—Underwood & Underwood, Wide World 


When heat waves dance along the Capitol Plaza, photog- 
raphers, being only human, let their fancy run riot and 
In the left photo the camera- 
man thought he had a “scoop” in the apparent razing of 
the Capitol. He was wrong, of course; that business end 
of the steam shovel about to bite a chunk out of the ;, 

In the center photo, everything seemed to go 












PRESIDENTS PROGRAM UNFOLDS—THE PROSPECT 
OF SEVEN 'TVA’S'—RELIEF "EARMARKERS” RETREAT 
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Piling up tasks for legislators. “No 
compromise” on court issue. Relief 
battle. Spanish repercussions. 


FTER the long legislative doldrums, result- 
ing from stalemate on the Court reform 
question, Congress got further revelation last 
week of the scope of the program on which the 
President wants action at this session. 

Two major messages went to Capitol Hill 
within three days. One demanded investiga- 
tion and legislation to plug loopholes that per- 
mit income tax evasion and avoidance. (See 
Page 5.) The other asked adoption of a seven- 
region national program on power development, 
flood control and soil conservation. (See Page 
Z.) 

Both messages occasioned some immediate 
preliminary scuffling and tugging and hauling. 
The Senate quickly adopted a joint resolution 
setting up a joint committee to investigate loop- 
holes in the tax structure. 


But when Ways and 
Means Committee Chair- 
BILL STRIKES man Doughton (Dem) of 
SNAG IN HOUSE North Carolina sought to 
get similar quick action in the House, Rules 
Committee Chairman O’Connor (Dem) of New 
York City objected that the resolution, drafted 
he claimed in an executive department, invaded 
legislative prerogatives by proposing to permit 
Treasury Department employes to carry on the 
Congress investigation. (For transcript of de- 
bate see Col. 5.) 

So the resolution was referred to the Rules 
Committee. There it was materially altered. 
Treasury investigating powers were shorn, also 
provisions for making income reports public in 
violation of the declared policy of Congress 
against such publicity. This remodeling in com- 
mittee sent discomfited Administration leaders 
into a huddle and caused delay of final House 
consideration of the resolution till this week. 

The President’s message on power develop- 
ment produced a tussle for committee jurisdic- 
tion over the prospective legislation. In the 
Senate the Agriculture Committee won and in 
the House, the Rivers and Harbors Committee. 
Differing plans for creating the power set-up 
were embodied in rival bills introduced by Sen- 
ator Norris (Ind-Rep) of Nebraska and Rep. 
Mansfield (Dem) of Texas. 

Atop the mountain of newly piled legislative 
business for Congress to act upon at this session 
still looms the controversial and disruptive ju- 
diciary reform question. After a White House 
conference, Senate Majority Leader Robinson 
sharply denied recurring rumors that the Presi- 
dent, in face of growing opposition, had decided 
to abandon his judiciary bill—a denial the Presi- 
dent, himself, corroborated at his Friday press 
conference. The Senator hinted that some un- 
specified compromise formula might be attempt- 
ed, however. 

Senator Robinson also outlined the major leg- 
islative program the White House wanted com- 
pleted at this session, including legislation on 
wages and hours, farm tenancy, slum clearance 


TAX STUDY 


+ and low-cost housing and extension of the nui- 





sance taxes and excises due to expire June 30. 


A BLANK CHECK, AND . On pra ageniting yet 
me Gimeeseres ang “eS Werrens Sees 

stage maneuvers and 
WORK-RELIEF BILL 


White House conferences 
quelled what at first had threatened to be a seri- 
ous House revolt. A tamed majority that had 
belligerently demanded earmarking $505,000,000 
of funds in the $1,500,000,000 work-relief bill for 
specific purposes surrendered last week to de- 
mands for a blank check appropriation subject 
to disbursement at Executive discretion. In 
thoroughly penitent mood, the House went all 
the way in retreat, reversing its previous action 
cutting $2,000 from the $12,000 salary of WPA 
Administrator Harry Hopkins. 

Two blocs of earmarkers were appeased by 
special Executive promises. The bloc which 
had insisted on segregating $300,000,000 for 
PWA projects was satisfied by assurances that 
the President would relax his executive order 
holding up expenditures from the $95,000,000 
PWA revolving fund, that he would sanction 
continued 45 per cent grants to complete PWA 
projects in communities that have held bond 
elections, and also continue work on 1,102 school 
projects. The bloc which had demanded ear- 
marking $55,000,000 for flood and drought proj- 
ects caved in when promised that relief labor 
would be extensively employed on such work. 

This left the bloc which had demanded $150,- 
000,000 for road-building as the only dissatis- 
fied group. 

“I don't march up the hill one day and down 
the next,” declared Representative Cartwright 
(Dem.) of Oklahoma, leader of this faction. But 
deserted by other elements in the coalition, the 
road advocates went down to defeat, 207-167. 


ONSET OF MINORITY Republicans, who had 

supported the earmark- 
HAD NO EFFECT ON ers’ revolt, opened an at- 
THE HOUSE ACTION 


tack on the compromise. 

“It seems to me,” said Minority Leader Snell 
(Rep.) of New York, “that the President agrees 
he will spend the same amount of money for the 
same purposes, If that is true, why does he ob- 
ject to Congress earmarking the money and in- 
sist upon doing it himself?” 

Republicans were especially disappointed at 
defeat of an amendment by Representative Siro- 
vich (Dem.) of New York City, requiring that 
no supervisor or engineer should be appointed 
to a WPA project without approval of the Rep- 
resentatives from the district concerned—which 
would have given minority party members their 
first look-in on WPA patronage. 

Defeated also was an amendment by Repre- 
sentative Massingale (Dem.) of Oklahoma, who 
sought to specify that no further money should 
be siphoned from relief funds to the Army and 
Navy. Hearings had disclosed, he said, that 
from 1933 to 1936, inclusive, $942,761,048 had 
been diverted from relief appropriations to 
Army and Navy uses. 

Though safely past buffeting storms in the 
House, the relief bill still faced possibly rough 
weather in the Senate. There Senator Byrnes 
(Dem.) of South Carolina will head demands 
that the appropriation be cut to $1,000,000,000 
and that Federal relief funds be granted only 
insofar as they are matched by 40 per cent State 


+ 


contributions. Efforts to earmark part of the 
relief appropriation for specific purposes will 
be led by Senator McCarran (Dem.) of Nevada. 

The Congress week began with both branches 
in an uncompromising mood regarding Presi- 
dential veto of a bill granting World War vet- 
erans five-year extension privileges on their tem- 
porary low-rate war risk term insurance. The 
President in his veto message argued that con- 
tinuance of such temporary forms of insurance 
nearly 20 years after the war is unfair to the 
great majority of veterans who have converted 
their policies to permanent forms and are pay- 
Opposition spokesmen 
insurance 


ing higher premiums. 
contended eliminating the low-cost 
would mean more than 20,000 veterais would 
have to drop their policies. The veto was over- 
ridden 368-13 in the House and 69-12 in the 


Senate. 

AN APPEAL TO — groups lens 

INVOKE THE week took cognizance o 
the new war develop- 

NEUTRALITY ACT nee in Geeta. As 


sult of the German attack on Almeria and al- 
leged Italian activities in behalf of the Spanish 
rebels, a delegation of Democratic House mem- 
bers visited the President and Secretary of 
State Hull to urge invoking the Neutrality Act 
to embargo arms shipments to Germany and 
Italy as having participated in “acts of war”. 

Rep. Fish (Rep) of New York and Senator 
Nye (Rep) of North Dakota renewed agitation 
for adoption of their resolution against Amer- 
ican exports of arms and ammunition to any Eu- 
ropean nations in time of peace as well as of 
war. Mr. Fish started an attempt to force the 
resolution out of the House Foreign Affairs 
Committee by petition, and Sénator Nye suc- 
ceeded in getting the Senate Foreign Relations 
Committee, which had tabled the bill, to restore 
it to the committee calendar. The disposition 
of the Senate committee, however, was reported 
to be against trying to force the President's 
hand or disturbing a “watchful waiting” policy. 

By a 188-92 vote, the House extended for two 
years, till June 30, 1939, the Connally “hot oil” 
law, which prohibits interstate shipment of oil 
produced in excess of State quotas. 

Presidential fears that the spoils system may 
be too widely extended were expressed in let- 
ters last week to Vice President Garner and 
Speaker Bankhead. Noting that more than 70 
bills have been introduced at this session of 
Congress seeking to create jobs outside the 
civil service, Mr. Roosevelt urged Congress not 
to ignore the merit system in such legislation. 

A conflict over Administration reorganization 
plans loomed last week when Senator Byrd 
(Dem) of Virginia, chairman of the Senate com- 
mittee that has been studying coordination and 
reduction of Federal agencies, introduced two 
bills and a resolution in conflict with the Presi- 
dent’s reorganization proposals. 

One bill aims, through an auditor general's 
office, to maintain Congress control over legality 
of Executive expenditures, and thus runs coun- 
ter to Presidential demand that Congress relin- 
quish such control, except by post-audit check- 
up. The other Byrd bill would end the RFC. 
His resolution asks that, in the interests of ef- 
ficiency, the President fill the office of Budget 
Director that has been left vacant since 1934. 


| Preparing a Drive 
| On the Tax Evaders 























House’s resistance to haste. The 
“rubber-stamp” charge. A plea 
for publicity on tax returns. 


ESENTMENT of House members at being con- 

Sidered “rubber stamps” and rebellion against 
acceptance without due committee consideration 
of bills drafted in executive departments of the 
Government were sharply reflected last week when 
quick approval was sought for 4 joint resolution 
establishing a joint Congressional committee to in- 
vestigate tax evasions and avoidance. as requested 
by the President’s message on this subject. Discus- 
sion precipitated a conflict on the floor between 
Chairman Doughton of the Ways and Means Com- 
mittee and Chairman O'Connor of the Rules Com- 
mittee. Excerpts from the debate: 

Mr. HorrMann (Rep) of Allegan, Mich.: Mr. 
Speaker, from the President's message it is gathered 
that he is again of the opinion that either another 
emergency or a crisis has come upon us. 

The most amazing thing is that so many have 
been able to escape the dragnet put out by his le- 
gal experts to soak the rich. The query comes: 
Would he be so solicitous, was the income he de- 
sired to reach the property of an organization with 
millions of members, great potential voting power? 

In this connection occurs the thought that his 
message makes no reference to the income of the 
CIO, which, if its present claim of membership be 
accurate, has 3,000,000 members. With dues of $1 
a month, to say nothing of special assessments, that 
means $36,000,000 a year, all taken from the pocket 
of the worker. 

This message seems to be something of another 
—to use the President’s words—“red herring.” 

Mr. DoucHton (Dem) of Laurel Springs, N. C.: I 
ask unanimous consent to take from the Speaker's 
table the joint resolution to create a Joint Congres- 
sional Committee on Tax Evasion and Avoidance 
for immediate consideration. .. . 


PREROGATIVES OF THE HOUSE 

Mr. O'Connor (Dem) of New York City: Unless 
some amendments are made to this resolution I 
shall be compelled to object. . . . Section 5 is prob- 
ably the greatest surrender and delegation of Con- 
gressional power which has ever been suggested to 
the House of Representatives. This section pro- 
vides nothing more or less than that an employe 
of the Treasury may hold hearings by himself on 
behalf of and representing a joint committee of 
Congress and may issue subpenas. ... This section, 
of course, was never concocted in our legislative 
drafting bureau or by any member of Congress. 
. .. It provides that any officer or employe of the 
Treasury Department may hold the hearings of this 
joint Congressional committee. . 

Mr. DoucHton: They cannot take a step with- 
out authorization by the joint committee. 

Mr. O'Connor: Should a Congressional commit- 
tee ever authorize an employe of the Department 
to go out and hold hearings and subpena wit- 
nesses and examine witnesses? 

Mr. DouGHTon: Perhaps, under certain circum- 
stances. ... 


NOT “RUBBER STAMPS” 


Mr. MavericK (Dem) of San Antonio, Tex.: Is it 
not customary for a resolution like this to go 
through the Rules Committee? ... Why should 
there not be a hearing? We are suddenly handed 
a bill and asked to pass it without reading it... . 
What is the hurry? We Democrats are constantly 
accused of being “rubber stamps”....Some of 
these bills come in here and are written so loosely 
and haphazardly that they look as though they 
must have been written in China. I believe this 
legislation should go through the appropriate com- 
mittee at the proper time....I refuse to vote 
blind. ... 

This is supposed to be a parliamentary body, not a 
door mat.... 


NO SENATE OPPOSITION 

N THE SENATE, the joint resolution was quickly 

adopted without opposition argument. Senate 
discussion ran in part as follows: 

SENATOR HarRRISON (Dem) of Mississippi: Of course 
both the Senate and the House heretofore, upon 
the advice of experts, have made every effort to 
plug every loophole that might be found in the tax 
laws; but these revelations are so startling that I 
am sure the sentiment of the Congress will be to 
set in motion the machinery to obtain the neces- 
sary information as soon as possible, and, after it 
has been acquired, then to endeavor to provide 
some plan, working with experts, that will plug the 
loopholes that may be found.... 

SENATOR RosBinson (Dem) of Arkansas: The mes- 
sage of the President ... reveals a shocking con- 
dition pertaining to evasions of the spirit of our 
income-tax laws. ...I think it appropriate to say 
in this connection that it will be necessary not only 
to carry on the investigation proposed by the reso- 
lution of the Senator from Mississippi, but that in 
due course a fund will be necessary for use by the 
Treasury Department that it may make its inquiries 
and assist in the very important investigations 
which must be carried on if we want the law to be 
properly enforced. ... 


BROADER POWERS DEMANDED 

Senator Norris (Ind-Rep) of Nebraska: There 
are other fields still uninvestigated, and should not 
the authority be enlarged so that the joint com- 
mittee could enter any field it saw fit to enter?... 

SENATOR HarRIson: What we wanted was to get 
under way the investigation of the things which 
have been reported by the President in his message. 
I am perfectly willing to have the resolution broad- 
ened. .... 

Senator Norris: Had the voices of a few men in 
the Senate and in the House been heeded, and had 
tax laws been passed in accordance with those sug- 
gestions, the terrible, disgraceful, dishonest, con- 
ditions exposed by the letter of the Secretary of the 
Treasury would not now confront us. ... From the 
very time the income-tax law was passed until now 
a few Senators and Representatives have contended 
that there should be provision in the law for pub- 
licity with respect to tax returns... . / All that has 
been disclosed would have been avoided, as I see it, 
had there been publicity of tax returns. 

(The President’s message on tax evasion and the 
letter of the Secretary of the Treasury are printed 
in full text on Page 8.) 
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Newest efforts at budget bal- 
ancing. Treasury findings ot 
“moral fraud.” Estimates of 
tax avoidance and evasion. 


R. ROOSEVELT, with the help 
\ of Secretary Morgenthau 
the staff of Treasury experts 
pressing his search for a way to bal- 
ance outgo and income without 
raising general taxes 


and 
1s 


This time he hopes, with the aid 
of Congress, turn trick by 
catching tax-dodgers and by plug- 
ging newly discovered loopholes in 
old laws 
Other m 
the 


the 


to 


ethods have been tried in 
past three years 

In fact, the record shows, Presi- 
dent Roosevelt has looked forward 
periodically since January, 1934, to 
a balance in the budget for the fis- 
cal year starting the following July. 
Each time a step-up in relief needs, 
or a drought, or a legal upset of a 
tax, or a miscalculation of 
and income has prevented realiza- 
tion of the goal. 


outg 


And each time the estimates went 
wrong, the President proposed some 
revision of the tax laws. But each 
time the revisions proposed were di- 
rected at incomes and inheritances 
in the upper brackets, while a re- 
vision that would reach down to 
gather more revenue from the 
masses of incomes was avoided. 

One year ago, after the Supreme 
Court had overturned processing 
taxes to cause a half billion dollar 
hole in income estimates, Mr. Roose- 
velt, on the advice of Treasury ex- 
perts, proposed a revision of cor- 
poration income taxes aimed at 
forcing business enterprises to pay 
oul their earnings to be taxed in the 
rands of individuals 


ESTIMATES ASTRAY 
The expectation was 
bulk these earnings 
up in the pockets of the 
rich, be taxed at high 
rates on individual income. 
But when March 15 rolled around 
and taxes were collected, the Treas- 
ury discovered that this tax appar- 
ently would yield $400,000,000 less 
than expected. Uncertainties over 
the future of pay roll taxes, 
both for railroad retirement and for 


the 
turn 
nation's 
surtax 


that 


of would 


to 


legal 





ial Security programs, added 
he complications 

M Roosevelt told Congress on 
April 20 that he was going to col- 
lect about $600,000,000 less than ex- 
pected in the year ending July 1. 
Also, he figured that in the year 
that starts July 1 he would collect 
about $400,000,000 less than he had 
figured when making his estimates 
in January 

This threw the budget out of kilter 
for another year and forced a new 
approach to the tax problem 

What to do? 

The answer came on June 1. The 
President on that day sent a new 
message to Congress. (Full text of 
this message is to be found on page 
8.) He faced a budget deficit in 
the present fiscal year of about $2,- 
500,000,000 and a deficit in the com- 
ing year of about $400,000,000. 
DISCOVERING LEAKS 
the situation Mr. Roose- 
a letter from Secretary 
Morgenthau describing eight meth- 
“tax evasion” or “tax avoid- 
ance” which he recommended should 
be closed after an investigation, and 
suggested three changes in the 
existing laws designed to close ave- 
nues of escape from the present 
taxes on corporations and on indi- 
viduals 

At that 
started. 

Treasury officials dropped a hint 
that the changes they suggested 
would bring $250.000,000 more reve- 
nue into the pockets of the Govern- 
ment 


COMPLICATIONS IN CONGRESS 

To make matters livelier Congress 
decided to kick up heels. The 
Senate balked at giving the Secre- 
tary of the Treasury authority to 
make his own investigation of the 
tax situation and decided instead 
that this was a matter for Congress 
inquiry. The House shied at ap- 
proving the Senate idea, preferring 
instead to limit the degree of pub- 
licity to be authorized wnen the lid 
is pried off 


To meet 


velt offered 


ods of 


he 


point the argument 


its 


THE TREASURY'S SEARCH 

But what of the methods tax 
evasion and tax avoidance outlined 
by the Secretary of the Treasury? 
Were any overlooked? 


of 


As soon as the Treasury discovered 
that its new surtax on the undistri- 
buted portion of corporation income 
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Every boy’s 
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father (and mother) 
should know 


Start your boy shaving with a Schick Shaver. It will 
clean off the first tender down and,though he grows up to have 
the toughest beard, he will always shave quickly and closely. 


his 


His skin will never become calloused with the scar-tissue 
that inevitably follows blade-shaving. Never will he cut, 
nick or scrape his face, for there are no blades in the Schick 
Shaver. No moving part touches the skin. 

The gentle, massaging action of the Schick induces the 
flow of blood to the skin, helping it to keep healthy and re- 


ducing the danger of infection to a minimum. 


It will cost him less to shave 


We do not know any cheaper way to shave through the vears 
than with the Schick Shaver. (Schick Shavers made five years 
ago have been used every day and are still shaving perfectly.) 
There are no blades to buy, to sharpen or replace—no 
brush, soap, cream, powder or lotions. 
The Schick Shaver can be used in total darkness, by in- 
valids bed, 


conditions that would make it impossible to use a razor. 


in in rough weather at sea and under many 


Buy one for your boy and yourself 


Go to an authorized Schick dealer. Ask him to demonstrate 
the shaver to you and explain why your boy can shave well 
the first day but it may take you a little longer to get your 


face in condition for a very close and quick shave. 


SCHICK DRY SHAVER, INC., STAMFORD, CONN. Western Distributor 
Edises, Inc., San Francisco 


In Canada: Henry Birks & Sons, Lid 
GED 

SCHICK «&) SHAVER | 
53325) 

Sy, 


and other leading stores 


| 


THE TAX SYSTEM LEAK-PROOF: A CHAL 


+ Soc to + was not getting 


Roswell F. Magil 
the Treasury, wé 
out why 

to have 


ing 
stood 
on the 
evasion of taxat 
tion. 
outline of eight 
wealthy persons 
come taxes 


the eye of President 


Mr. Morgenthau 
They 
1. The 


included 
device 


sonal holding corporations in foreign 
the 
there are no income taxes, 
large 


some instances found it piofitable to 


countries. In 


cans with 
transfer their 
corporations set 
as wel! in 
where 
at tnis 
asked 
come going to pe 
porations. 
is a difficult one 


as so 


laws are 
practice 
lo impose 


2. The device of organizing insur- 


ance companies 
which are used 
loans against s 


insurance policies, 
those loans deductible 
garded by the Treasury 
fraud and is being approached from 


that angle 


His 
touched 
methods 


But from that report came an, 


Admittedly the problem 





the United States News — 


he results expected, + 

l, Under Secretary of 

as set to work find- 

report is under- 

incidentally 
of avoidance and 

ion as one explana- 


“Evasion” and “Avoidance” 


PRESIDENT ROOSEVELT repeatedly refers to “tax eva- 
sion” and “tax avoidance” as twin causes of Federal govern- 
methods utilized by ment revenue troubles. 


te reduce their in- Wherein lies the difference? The answer is: 


Those methods caught 


Tax evasion: a deliberate failure to fulfill the require- 
ments of revenue laws even in the face of knowledge that 


Roosevelt and 


detection will involve punishment. 


of setting up per- Tax avoidance: a compliance with the letter of the tax law 


but with the use of devices that violate the spirit of the law 


Bahama Islands 
Bre by opening avenues of escape from the full effect of the tax. 


so Ameri 
incomes have in Mr. Roosevelt contends that, morally, cax evasion and tax 
avoidance are similar. 

assets 20 persona! 
up in these islands 
me ot countries 
favorable. To get 
Congress may be 
high taxes on in- 


arsonal foreign cor- 


ner 
3. Organi 


ine 


losses from the yachting 
or farming corporation 
cperations. Just how to meet this 
problem is a matter that has the 
Treasury somewhat stumped. There 
increased talk ot a Federal incor- 
Tue rates are poration law. 
if Congress ap- 5. The device of deducting inter- 
paid on loans from. personal 
holding companies or loans from 
family trusts. Technical changes 
in the law may reach these cases. 
6. Use of a variety of family trusts, 
with one family having 64 such 
trusts, carrying on operations that 


write off 
corporation 


zation of personal hold- 
this country. Rates 
1 against these com- 
reduced in 1936 with the 
individuals 
lizing those companies is 
xes 


again 


companies in 
of taxes assesse 
panies wa 
result thi many satis 
to solve ceeded 
to reduce eit 
be raised 


proves 


¢ 
Bahamas, tO 


fictitious 
spurious 4. 
country 


in the 

to make 
upposedly 
with interest on 
This is re- 
as outright 


est 

vachts and 
This been a 

relatively common practice, accord- 
ing to Treasury officials, who ex- 
plain that the individual in the 
higher ‘inco brackets *s enabled to 


Incorporation of 


estates 


nas 


me 





in a 
saving of $485.000 in one vear. Again 
technical changes in the iaw can be 
utilized to end the practice 

7. Use of partnership iaws to split 
the family income into many parts, 
with minor chiidren frequently in 
the partnership. How to get at this 
sort of avoidance is a matter the 
Treasury has not disclosed. 


tax 


8. Use of pension trusts by officials 
of corporations to accumulate funds, 
tax-free, that will assure them large 
pensions when they retire. This is 
described as an abuse of the intent 
of Congress to encourage old-age 
pension funds in corporations by ex- 
empting taxation. 
A simple repeal of exemption 
would close this loop-hole 


“MORAL FRAUD” 

Mr. Morgenthau described these 
eight methods of tax avoidance 
“moral fraud.” He did not say how 
many dollars were being iost to the 
Federal Government py 
devices enumerated by him, but 
best available estimate is that 
total is under $50,000,000 

On the other hand there are other 
loopholes in the tax laws where the 
losses are much larger. The Treas- 
ury Secretary listed three of them, 
but did not mention others. 

The three openings 
Mr. Morgenthau were: 

1. The depletion allowances of oil 


the funds fron 


the 


as 


the 
the 
the 


use of 


stressed by 


LENGE TO CONGRESS 


+ the Treasury said resulted 


and mining cornorations which are 
permitted to deduct between 5 and 
27'2 per cent of their gross income 
as an offset for the depletion of their 
mines or wells 

This allowance is taken even after 
the company has recovered all of the 
money put into the property. Mr. 
Morgenthau estimates that $75,- 
000,000 is lost in taxes annually be- 
cause of this provision which he asks 
to have eliminated. Affected com- 
panies contend that the allowance 
is justified by the unusual risks in- 
volved in the industry and they have 
been successful in the past in selling 
Congress on their position. 

2. The division of income between 
husband and wife in Arizona, Cali- 
fornia, Idaho, Louisiana, Nevada, 
New Mexico, Texas and Washington, 
the “community property” states. 

In those States the husband and 
wife share all property, including 
earnings. Since each has the same 
Status, each is able now to claim the 
personal exemptions of the income 
tax laws. An attempt will be made 
to remove this advantage. Between 
$5,000,000 and $10,000,000 of revenue 
is involved. 

3. The low rate of tax on the in- 
come derived by non-resident for- 
eigners from American investments. 
The largest amount collected on the 
income from these foreign holdings 


[Continued on Page 7.) 
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Sent 


though the eye has plenty to sparkle about in the stun- 
ning style of this spirited Buick car. 


Bipot a lot more in this picture than meets the eye, 


What vou don’t see here is the lift that’s yours when you 
touch off the flashing power of Buick’s valve-in-head 
straight-eight engine and go streaming off across the map. 


What vou don’t see is the solid, steady feel of Buick—the 
firm stability that holds you on the line without weave or 
sway or wander on straightaways or on the curves. 


What vou don’t see is the assurance you'll know once 

you step on Buick’s tiptoe brakes and see how surely and 

safely they make you master of its power. 

We can’t picture here the security that’s yours in a body 

of steel-fused-to-steel — with floor, roof, side panels, 
cowl all welded into one stout 
unit of protective metal. 


YOUR MONEY GOES FARTHER 
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NO OTHER CAR IN THE 
WORLD HAS ALL THESE FEATURES 


% VALVE-IN-HEAD STRAIGHT-EIGHT ENGINE %& ANO- 
% AEROBAT CARBURETOR %& SEALED 
UNISTEEL BOOY 


LITE PISTONS 
CHASSIS w TORQUE-TUBE ORIVE & 
BY FISHER w% TIPTOE HYORAULIC BRAKES w KNEE- 
ACTION COMFORT AND SAFETY OurTPuT”’ 
GENERATOR & JUMBO LUGGAGE COMPARTMENTS 
% DOUBLE STABILIZATION 
w% SAFETY GLASS 


HIGH 


And only time can tell you how big is your money's worth 
in Buick—all steel and two yards wide, a big package 
that’s your one best bet of the field when you add the 
superb action that gives its metals life. 

All we can do is show you how a Buick looks—and hand- 
some as this gallant traveler is, remind you that its good 
looks are literally the least of what it has to offer. 


There’s still time to make this a summer long to be happily 
remembered—if you'll go try a Buick now. 


* * * * 


LOWEST PRICE EVER ON A BUICK 4-DOOR SEDAN! 
GENERAL MOTORS TERMS TO SUIT YOUR LIKING 


INA GENERAL MOTORS CAR 


‘Suk aga!” 


COPS EEEEEEESEEESHSE EEE EEE EEE EEHMES ESSE HE EHHHHHEE HEHEHE HEHE 


CORRE EEE EEE EEE HEHEHE EET EE EEE HEHEHE EHH EEE EEE HEHEHE EEE ESE OF 


SEE YOUR NEAREST BUICK DEALER 
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of Government 


“Benefits” from strikes. Protection 
for labor’s rights. New curbs on 
economic conflicts? 


’ 
By EDWIN S. SMITH 

5 Member, National Labor Relations Board 
THEN the depression of 1929 broke, it found the 
W American Labor movement, after long years of 
twitter experience, thoroughly aware the deter- 
f employing 


— of powerful sections of 
threat 
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the organization of their workers into 
l@bor unions. These actions by empi 
rectly counter to the I 

@nd court decisions 
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sir acknowledged an- 
animus, from inter- 


the freedom of 


ti-union 


fering with 


their employes to organize. 
Because strikes to enforce 
organizations have been a 


potent cause of interruption 
of production, preventing 
the transportation of goods 
in commerce, the constitu- 
tional basis of the Act now 
affirmed by the decisions of 
the Supreme Court was de- 





Edwin S. Smith 
¢lared to be the protection of interstate commerce 
What would have been the industrial picture had 
the Supreme Court been in a position to act more 


quickly? The great strikes which have marked 
the industrial revival and the attempt to organize 
the mass production industries have in large part 
centered about practices of employers which the 
Act forbids. 

However, industrial conflict fundamentally em- 
bedded as it is in the capitalist system will continue 
and with it will come the demand for governmental 
intervention beyond the scope of such legislation 
as the National Labor Relations Act. 

The form such legislation should take will nec- 
éssarily depend upon whether or not the much 
discussed public interest in preventing strikes is 
to take precedence over other considerations 

I believe there is altogether too much emphasis 
laid on the losses and discomfort sustained by the 
public as the result of strikes. The proposition is 
usually so naively stated as to convey the idea 
that strikes mean a net loss all around with the 
public the chief victim. Actually insofar as suc- 
cessful strikes mean that the workers, who are de- 
cidedly the economic under-dogs in our scheme of 
things, are benefited in their purchasing power and 
their standard of living the general public and our 
whole economic structure are the gainers..... 

(From an address before the National Confer- 
ence of Social Work, Indianapolis, May 28.) 





Educational Broadcasting 


Value likened to that of printing 
press. The government’s responsi- 
bility. The three objectives 


By J. W. STUDEBAKER 
Federal Commissioner of Education 


ADIO, I believe, is destined to affect the scope 
and progress of education and, therefore, our 
national life in general, with results quite as revo- 
lutionary as those which followed the invention of 
the printing press.... 

The responsibility of the Federal Government for 
educational broadcasting falls within at least three 
areas: 

(1) To safeguard the use of radio frequencies 
to insure the maximum of public service; 

(2) to use radio to acquaint the public with the 
work of the Government; and 

(3) to keep the public posted concerning the 
services it should expect of radio, and to persuade 
and assist broadcasters to provide those services... . 

Radio frequencies are 
recognized as public prop- 
erty by Congress which 
has placed in the hands 
of the Federal Communi- 
cations Commission the 
responsibility of securing 
the use of these frequen- 
cies in the “public inter- 
est, convenience, and ne- 
cessity.” The Commission 
has set up regulations to 
govern the granting of li- 
censes. Under these reg- 
ulations, we find that ap- 
i proximately 97 per cent 

of the frequencies within 
John W. Studekaker the regular broadcast 
band are being used by commercial companies.... 

It is hard to conceive, however, that nearly all 
radio channels in the broadcast band should be 
placed permanently in the hands of commercial 
companies even though they are charged to use 
them in the public interest, convenience, and ne- 
cessity. ... 

There is no socially sound reason why there 
should be adequate, systematic and sustained pro- 
vision for an assured, regular, national coverage 
for ideas concerning articles fox sale, while at the 
Same time there is no similar provision for the dis- 
semination of knowledge, ideas, ideals and inspira- 
tion which serve the sole purpose of lifting the 
general level of enlightenment and culture. 

t is as reasonable to argue that all radio ad- 
vertising should be done independently by the 
many radio stations as it is to argue that the con- 
tribution which radio may make to the enlighten- 
ment and culture of the nation should depend 
wholly upon a multiplicity of individual producing 
groups and stations acting independently... . 

(From a recent address before the Institute of 
Education by Radio, Columbus, Ohio.) 





“MR. ROOSEVELT'S "LAST WORDS” TO CONGRESS— 
DIPLOMACY: DOMESTIC AND 











The President's Week. 








FOREIGN 





Wewsarany « B 


Clarifying muddy waters. Parade of 
the visitors on business bent. 
Broadening the Congressional 
agenda. 


6¢6y THINK,” said the astute Stephen T. Early, 
one day last week, “somebody is trying to 
muddy the waters.” 

Three days later the trim lines of the Chief 
Executive's yacht “Potomac” receded from view 
as it bore the President along sun-flecked waters 
down the river for a weekend cruise. The water 
was, if the usval mud of rivers be discounted, 
quite clear. 

Of course, Secretary Early was referring to 
reports that President Roosevelt would aban- 
don the Court Reform ship. But if the Presi- 
dent had any intention of permitting his court 
bill to grow barnacles in legislative backwaters 
—and “sources close to the White House” have 
had it so—his final press conference of the week 
must have been an eye-opener to the newspaper 
men busy scratching with cabalistic fury on 
notepaper and pads. 

When the hieroglyphics of the writing pro- 
fession were deciphered they spelled a story 
that might conceivably be condensed into two 


words: “No compromise!” 

PARABLE OF Few Presidents have 
woobs AND had the Rooseveltian flare 

THE s for analogies, parables 

THE TREES and metaphors in de- 


scribing issues vital to their administration. 
Last week the President spoke in woodsy terms. 
Talking of the rumors emanating from Wash- 
ington over the possibility of a compromise, the 
President told newspaper men that the country 
sees the forests beyond the trees, while the peo- 
ple in Washington are likely to see the trees in- 
stead of the forest. 

Again, when a correspondent pressed for in- 
formation on the original number of judges 
contemplated, he was told that it was the same 
astigmatic problem of not being able to see 
the forest for the trees. 

But ‘the President’s week truly began with a 
barter. When he arrived at his Hyde Park 
home for a weekend of rest, familiar old faces 
were missing from the railroad depot. The 
Roosevelt Home Club, composed of local stal- 
warts inured to postman’s weather, always on 
hand for the President’s homecoming, were in 
Washington doing a little sightseeing. 

Solitude was what Mr. Roosevelt wanted— 
and solitude he received—for apart from the 
barest of temporary White House arrange- 
ments—he was alone. 

Many an hour with his mother, Mrs. James 
Roosevelt, hours in the swimming pool, hours 
driving about the family property—and hours 
alone with nothing but his thoughts burgeon- 
ing into words; words that formed the basis for 
his message to Congress on evaders and avoid- 
ers of taxes. 

Slowly the clock’s hands crept around the dial 
and then the night drive to the depot with a 
farewell to his mother, remembrance of a pleas- 








—Wide World 


THE END OF A SHORT BUT PLEASANT VACATION 
President Roosevelt with his mother, Mrs. James Roosevelt, with whom he spent the Me- 
morial Day week-end; pictured in their car at the Hyde Park station just before the Chief 
Executive boarded his special train for Washington. 





ant weekend fading into the night beneath the 
regular click of steel on rails. 


POST-MORTEM The next day the sun, 

. secure in its rays, man- 
GVER SANS tled Washington in a tor- 
MISFORTUNES rid haze. Its effect on 
the White House resident was lost entirely. 
For one thing—air conditioning; for another— 
a desk piled high with work; a caller's list 
clocked at quarter hour intervals, 

Over the luncheon table three of the Admin- 
istration’s leading diplomatic advisers post 
mortemed the most recent disturbance on the 
Spanish front. In general, though, it was a dis- 
cussion of the European scene which figured in 
the table talk between the President and Secre- 
tary of State Hull, Under Secretary Welles and 
Ambassador-at-Large Davis. 

Slowly during the week White House callers 
walked in and out of the doors—eyed by the 
blue-uniformed guardians and the press corre- 
spondents. 

When Tennessee's new Senator Berry stepped 
into the waiting semi-circle of newspaper men 
it was to report the liquidation of the office of 
Coordinator of Industrial Cooperation. Really 
though Senator Berry’s office languished the 
day after he took oath as a member of the Sen- 
ate and his news was small news for the news 
wires. But if the Coordinator goes, the Council 
of Industrial Progress is to continue—at no cost 
to the Government—something novel these days 
when economy has become a byword. 


FROM ECONOMY From economy to ero- 


TO THE CONTROL ~ is really just a small 
op. And when dapper 
OF EROSION 


Maurice Latta, executive 
secretary to the President, paid his last visit of 
the year to Congress—the President having 








—Wide World 


JUST A HYDE PARK FRONT PORCH AFFAIR 
President Roosevelt with week-end guests at his home at Hyde Park, N. Y. Left to right: 
Ed Perkins, Treasurer of the Democratic Committee of Poughkeepsie; President Roose- 
velt; His Excellency Herbert C. Pell, new American Minister to Portugal, and Mrs. Pell. 


+ promised no more messages this session—it was 








a message on national planning he carried from 
1600 Pennsylvania Avenue. 

The message embodied the President's recom- 
mendations to Congress for a coordinated long- 
range program of flood control, power develop- 
ment, reforestation and prevention of soil ero- 
sion for the entire country. 

The feature of the message, however, was the 
recommendation calling for the creation of 
“seven TVA’s.” Now one TVA has already gen- 
erated plenty of controversy over the issue of 
public vs. private power—but seven TVAs 
brought a quick reply from Philip H. Gadsden, 
spokesman for the private utility industry, to 
the effect that the bill introduced by Senator 
Norris to legislate the President's recommenda- 
tions was still another gun in the Administra- 
tion’s arsenal “to destroy the private industry 
by subsidized competition.” 

Only a few days earlier Mr. Latta had knocked 
at Congress’ doors with a message from the 
President on the necessity of action against 
those individuals in the higher income brackets 
who were either evading or avoiding their be- 
ing bracketed into the “paid up” files of the 
Bureau of Internal Revenue. It was a message 
that pulled no punches and many a device of 
smart sliding through the tax loopholes re- 
ceived the full glare of Presidential ire. 


Like a cook kneading 


LIST TO CONGRESS dough, policies and pro- 
grams created by the 


NOW COMPLETED White House have taken 


shape. How much heat will be required to make 
the Congressional ovens function is, of course, 
problematical. It was no mystery then for news- 
paper men to put two and two together and clus- 
ter about Senator Robinson when he walked out 
of the White House one night last week. Sena- 
tor Robinson had, he told newsmen, received 
marching orders and they called for action, al- 
though not “must” action, on a farm tenancy 
program, a slum clearance program, an exten- 
sion of nuisance taxes, a plugging of tax loop- 
holes, reorganization in the executive and judi- 
cial departments, legislation on wages and 
hours of work. 


THE LEGISLATIVE 


Before the weekend brought its cool river 
breezes for the Presidential brow, one other 
problem received the benefit of Executive dis- 
course. The subject—Gold. 

It seems that when President Roosevelt re- 
ceived the right to set the price of gold, back 
in 1934, he really started an international gold 
rush, Bullion has been pouring into this coun- 
try in an almost steady stream—and that $35 an 
ounce’ being paid for it is by far the liveliest 
motivating factor. 

The President despite the heavy inflow sees 
no reason for changing the Government’s gold 
policy—and he told the press as much last 
week when questioned about the decline in the 
London gold market. 

And so a week that started with the brassy 
gong of the sun beating the summer season into 
Washington closed in a setting of continued 
sunlight and shadows on coming White House 
weeks—along with the usual showers predicted 
by some legislative forecasters. 




















REG. APPLD. For 


The Voice 
of Business 


National planning bill as a step to- 
ward socialization. Future of utili- 
ties. Effect on investors. 


By PHILIP H. GADSDEN 
Chairman of the Committee of Utility Executives 


a of its Constitutional window dressing 
7 —such as navigation and flood control—Sena- 
tor Norris’ so-called “national resources” bill is 
patently a plan to TVAize the nation. 

The four-year record of TVA itself is the only 
“yardstick” by which we can judge the effect of 
this program. In view of that record the inevitable 
conclusion is that this is a scheme to create a vast 
super-power system, blanketing the nation, owned 
by the Government and controlled by politicians. 

By duplication of already ° 
functioning, adequate and ef- 
ficient privately owned power 
systems, it must destroy bil- 
lions of dollars of private in- 
vestments. ... 

The mere introduction of 
such a measure by the na- 
tion’s most successful and g ins 
most outstanding advocate of Philip H. Gadsden 
public ownership will weaken the credit and dis- 
courage improvement and expansion in the private 
field already retarded by current harrassments. ... 

Elimination of private ownership in the utility 
industry would create a vacuum of a quarter of a 
billion dollars in taxes, local and national Any 
lowered electric rates would be offset by higher 
taxes plus additional tax costs from inefficiency of 
management by politicians. p 

In contrast, the private utility industry in a sense 
is already a form of public ownership under which, 
without making any contribution as to manage- 
ment and service and without sharing any of the 
risk of loss, Government enjoys a tax revenue equal 
to that of the stockholders, and a degree of con- 
trol and regulation elsewhere reserved to owner- 
ship. 

The electric power industry in 1936 consumed 
42,000,000 tons of coal. One ton of coal is authori- 
tatively stated to represent one day’s work directly 
or indirectly employed in the production and dis- 
tribution of coal, so that 42,000,000 tons which this 
industry consumes represents 42,000,000 man-days 
of employment. 

The water power system contemplated in the 
President’s message and under Senator Norris’ bill, 
will use no coal, will displace a large percentage 
of those directly and indirectly dependent upon the 
coal industry. It will seriously affect the coal in- 
dustry, and cripple, if not destroy, the electric light 
and power industry. 

For what purpose? To make a definite start in 
the socialization of American industry. 

Many million of American citizens, who in good 
faith, invested their savings in a Government-regu- 
lated and controlled industry, must be ruthlessly 
punished by the Government they support. Their 
crime has been thrift and their punishment is that 
their savings be sacrificed to this dangerous experi- 
ment in socialism. 

The fact that this legislation is fathered by Sen- 
ator Norris should be sufficient to arouse the mil- 
lions of investors in public utilities to the imminent 
danger which threatens them. 

(From a statement issued June 3.) 








"The Flow of Money.” 


Stream that makes wheels turn. 
“Comes from everywhere and goes 
back everywhere.” 


By W. J. CAMERON 
Official of the Ford Motor Company 


. 

ONEY rouses less emotional interest and less of 

it is actually seen in a big industry than al- 

most anywhere else on earth. It sometimes ap- 
pears so low in the scale of usefulness, that even 
were it physically present in heaps of silver and 
bills it would hardly rank in importance with a 
pile of coal or a dock full of ore. 
Industry can be con- 
ceived as going along 
without money but not 
without ore and coal. The 
only intelligent thrill one 
can extract from money 
is in considering its cease- 
less flow and the good it 
effects in its course. It is 
like the stream that turns 
the mill wheel and passes 
on, and, as in nature the 
water returns again in 
rain, so in the economy 
of work the money re- 


turns to all who previ- 

W. J. Cameron ously earned and spent 

it. ... Last month Ford checks for materials went 
to 45 of the 48 States. Each of seventeen States 


received sums ranging from one to 26 million dollars, 
... The total for the month’s material, more than 72 
million dollars, was used by our nearly 7,000 sup- 
pliers to pay their workmen and their material bills. 
For it must be remembered that those who supply 
us have their suppliers too... . 

Money figures are useful in showing which way 
we are going as a nation, and for the first four 
months of 1937 they are reassuring. In the first 
quarter of this year the Ford Motor Company spent 
for materials 271 millions, as against 199 millions 
for the first quarter of last year, and 70% millions 
for wages as against 54 millions for the first quarter 
of last year. 

Always remembering that materials, in the last 
analysis, are wages, this is a substantial increase 
in general benefit. The country would seem to be 
making some progress in spite of the numerous and 
costly hindrances that have been put in its way. 

(From an address over the Columbia Broadcast- 
ing System, May 23.) 
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The Question of the Week: 





—aserweed & Underwood 
SENATOR GILLETTE 





Senator Gillette, 


Democrat, of lowa, member of the 
Senate Committee on Agriculture, 


answers: 


N READING the Gebates in the 
House with reference to ear- 
marking certain appropriations and 
also reading comments on the ques- 
tion as contained in news reports 
and editorials, it is evident to me 
there has been misconception as to 
what is designated in these discus- 
sions as “Congress resuming con- 
stitutional powers to control spend- 
ing appropriations ” 

I do not know of any such definite 
authority in the provisions of the 
Constitution. Of course, all legisla- 
tive power is lodged in the Con- 
gress and there is the cistinct pro- 
vision that no money shall be taken 
from the Treasury except by regu- 
lar appropriation made by law. 

It is obvious ta me that the Con- 
gress cannot successfully, in admin- 
istrative work, follow each dollar ap- 
propriated, to its ultimate purpose 
but must of necessity lodge a meas- 
ure of discretionary and spending 
power in the Executive or Independ- 
ent agencies. Where the line should 
be drawn with reference to dis- 
cretionary limitation is very difficult 
to determine. 

I believe that this line should be 
drawn always having in mind two 
definite principles. First, excepting 
in cases where the emergency needs 
are sO apparent that successful uses 
of the money could not be made if 
the Congress attempted to prescribe 
the course of spending and the ad- 
ministration of funds. Emergencies 
of this kina definitely arose in the 
73rd and 74th Congresses and to a 
limited extent in the 75th Congress. 

But, in my opinion, the governing 
principle after taking into consid- 
eration the emergency nature of the 
appropriations should be that con- 
ferring of authority must of neces- 
sity carry with it correlative re- 
sponsibility for use of the authority. 
That the further removed the 
Spending agency is from direct ne- 
cessity of answering to the people 
and responsibility to them, the 
greater danger there is for careless, 
unnecessary and wasteful expendi- 
ture. With this latter principle in 
mind, I will at all times favor as 
definite control of allocation and ex- 
penditure of public funds as is con- 
Sistent with sound administration 
under conditions that may exist or 
can be anticipated. 


Senator Holt, 


Democrat, of West Virginia, 
member of the Senate Committee 
on Education and Labor, 


answers: 
JE ARE sceing developed by this 
Administration, or at least an 
attempt to develop, a coinplete sub- 
serviency on the } part of Congress. 


HE United States News, in 

the issue of May 31 
printed statements from mem- 
bers of both Houses of Con- | 
gress in answer to these in- 
quiries proposed in the “Ques- 
tion of the Week” 

“What do you feel are the 
advantages and disad- 
vantages of discretion- 
ary appropriations? 

“Do you believe the pres- 
ent trend of large dis- 
cretionary appropria- 
tions will continue as a 
permanent policy, or do 
you think that Congress 
will revert to the prin- 
ciples of prior years in 
prescribing de finitely 
the character and scope 
of appropriations for 
use of the Executive de- 
partments?” 

| Other answers received too 
| late for publication are pre- 
| sented herewith. 





Senator Thomas, 


Democrat, of Utah, member of 
the Senate Committee on 
Military Affairs, 


answers: 


HERE has been since 1932 a defi- 

nite advantage in the discretion- 
ary method of appropriating, es- 
pecially for relief. If conditions re- 
main as they havc been that method 
should be followed. 

Both methods should be 
they are used today. There 
danger in discretionary appropria- 
tions as long as Congress holds the 
time control. Honest and wise ad- 
ministration is the thing that we 
should think of, and not the method 
of making the v ncelancancncga 


Senabes Tydings, 


Democrat, of Maryland, member 
of the Senate Committee on 
Appropriations. 


answers: 
URING a time 


used as 
is no 


of great emer- 

gency, when all agree on ob- 
jectives but there is not sufficieni 
time to evolve ways and means to 
permit discretionary appropriations, 
Presidential expenditures can be 
reasonably justified. 

As soon as the emergency passes, 
Presidential expenditures of public 
funds is unjustifiable and should be 
discontinued. In the latter case, 
Congress should specify the things 
for which the funds are to be ex- 


The power to appropriate is one of 
the greatest powers given to the 
legislative branch of government by 
the Constitution. Since 1933, we have 
seen a very constant and definite 
delegation of that power to the Ex- 
ecutive. Hiding behind the word 
“emergency,” we have seen a direct 
attack upon the legislative functions 
of government by that Executive. I 
believe that the power of appropri- 
tion should remain with Congress. 

As to your second question, I can- 
not answer whether or not the pres- 
ent trend will continue as a perma- 
nent policy. I do know that after 
the President secures the delegated 
power of appropriation, his Admin- 
istration uses it to club Congress into 
line. 

Probably this statement is a lit- 
tle too plain and blunt but never- 
theless it is true. 


iatiteas the Tax a 
A Challenge For Congress 


(Continued from Page 5.] 


is 10 per cent, with an exemption 
from the capital gains tax. 

This level of taxation, Mr. Mor- 
genthau holds, is too low. By step- 
ping up the rates not only might 
revenue be increased on about $7,- 
000,000,000 of foreign investments 
but, officials feel, the embarrassingly 
large inflow of foreign capital might 
be discouraged. Foreign govern- 
ments, however, are objecting to an 
increase for their nationals. Some 
revision of this rate is probable. 

Those three openings are stressed 
by the Treasury. 

But there was no mention of two 
more that involve losses in revenue 
larger than many of the others that 
President Roosevelt brought to the 
attention of Congress. 

One of these is the exemption 
from taxation of income on the bulk 
of the Federal Government’s bonds. 
The potentially taxable income that 


thus evades taxation is between 
$800,000,000 and $900,000,000. Gov- 
ernment bonds are held in large 
volume by corporations and by rich 
individuals who would pay at a rela- 


tively high rate. 


UNTAXED PUBLIC SERVANTS 

The other is the exemption of Fed- 
eral Government employes from tax- 
ation under State income tax laws, 
and the exemption of State and local 
employes from taxation under the 
Federal income tay law. 

The Commerce Department esti- 
mates that there are approximately 
2,500,000 employes of State and local! 
governments, drawing total income 
of about $3,500,000,000 who now 
escape any taxation under the Fed- 
eral income tax laws. It also esti- 
mates that there are approximately 
900,000 Federal employes, drawing 
nearly $2,000,000,000 in salaries, who 
are exempt from State income taxes. 


SENATOR CAPPER 
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Rep. Treadway, 


Republican Representative from 


First District, Massachusetts; Rank- 


ing Minority Member of House 
Committee on Ways and Means, 


answers: 
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de spent, but under Administration 
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Congress can still regain control of 
purse strings whenever it muse 
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Senator Capper, 


Republican, of Kansas, member of 
the Senate Committee on 
Finance, 


answers: 
DVANTAGE and disadvantage of 
discretionary appropriations are 
that they allow flexibility of dis- 
bursement. This is desirable when 
Congress is appropriating for a gen- 
eral purpose, in an emergency, 
where members of Congress are un- 
able to obtain factual information 
on which to base an allotment of 
the total 
Where appropriations are based 
estimates, it is at times good 
the executive dis- 
percent- 
to an- 


dan- 


on 
economy to allow 
eret switch certain 
ages one department 
other, although the pr 
gerous if carried too far 
The big objection 
cretionary 


101 to 
Irom 


actice 1s 


that dis- 
ions remove 
S from the 
govern- 


appropriat 
control of the purse string 
legislative 
ment 
There is a gener 
the power to tax, which is 
in the legislature, also 
power to determine how 
to be spent 
abandonment 


branch of the 
principle that 
vested 
the 
the money 
I do not 

of that 


carries 


collected is 
believe in 
principle 

I believe the pres 
large discretionary 
will not become 


of 


ons 


ent trend 
appropriati 
a permanent policy. 
Congress should prescribe the < 
acter and expenditures, 
except in an emergency wh such 
detailed prescription might destroy 
the purpose for which the money 
Was appropriated. 


har- 
scope of 


en 


Senator Truman, 


Democrat, of Missouri, member of 
the Senate Committee on 
Appropriations, 


answers: 

DO not think 

Ss honestly here S duty is 

favorably inclined toward discretion- 

ary appropriations except in the 
direst emergency. 

It is my honesi opinion that the 


any legislator who 


to do hi 


time 
lives 


a Pa kard. 
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doesn't it seem inevitable that motor cai price 


This means, of course, 


But, beyond question, the best 


you want while its price is still down at 


2() 


THE 


Packard Iwelves and Super Eights. 


of 


that any 


level 


a new car bargain to look back upon. 


PACKARD 


UPER-EIGHT 


MAN WHO 


buy is the one Ca 


may 


OWNS 


And never have prices on such magnificent cars been so low. 


1937's fine cars is a good buy 


r that offers 


TWELVE 


0 


PREDICTION 


America’s finest motor car cannot 
remain at this year’s low prices 


Never in history have Packards been finer, more luxurious than today’s 


But, with labor and material costs sky-rocketing throughout industry, 


s, too, eventually must climb? 


at this 


you [wo 


. extraordinarily long mechanical life and long enduring style life... 


So, we feel amply warranted in calling this situation to your attention— 
and in urging you to place your order for the Packard ‘Iwelve or Super Eight 


never touch again, 


lo order now is to dispose of your old car at its highest value and secure 
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JUNE NIGHTS HIGH 
OVER MANHATTAN 


Glamorous and cool in New York's fa- 
mous skyscraper supper club...Featur- 
ing the dancerhythmsof AL DONAHUE 
and his popular orchestra... Entertain- 
ment that's different...Including: Table 
tennis matches by RUTH HUGHES 
AARONS and VIKTOR BARNA... 
Unique dances by RAYE and NALDI 
.. Original songs by MITTI FERVAR 
. Tango and rhumba music by 
EDDIE Le BARON...Formal Dress 
Optional for Summer...From 6:30 
until 3 A.M. nightly, except Sundays. 


ROCKEFELLER CENTER ROOF 








NEW KOOLMOTOR BRONZE GASOLENE 
THE BIGGEST ADVANCE IN 1937 








THRILLING NEW “MOTOR-MATCHED” PERFORMANCE RESULT OF TESTS ON MORE 


THAN 1,000,000 RUNNING MOTORS 


..» Fhese 6 Power Proved features 
step up your motor’s performance 


No wonder the new Bronze 
sensation 


Koolmotor is the 


of motordom! Cities Service 
tested more than a MILLION 
motors to find its secret. Not 
engines, 
but running motors in every 
type of car — under all oper- 
ating conditions — one of the 
greatest experiments ever 
completed in the automotive 


merely laboratory 


industry! 


Each one of these 1,000,000 
cars was tested by the Power 
hidden 
facts were revealed. The re- 
sult is the new Bronze Kool- 


Prover. Sensational 


RADIO CONCER 
(E.D.S.T.)WEAF and 43 associated N.B.C. stations 


CITIES SERVICE OILS AND GASOLENES 


KOOLMOTOR 





motor—the that ex- 

perts Say is motor-matched. 

It’s a6-point blend with these 

6 Power Proved features: 

1 Split-second Starting 
where, anytime. 

2 Lightning Pick-up 
to spare. 

3 Pike’s-Peak-in-High 
climbing. 

4 Full Firing... 
and-go. 

5 More Miles... 
less often. 

6 6-point Balance... 
thing. . 
Fill up today, and you'll be 
a new friend of Koolmotor 

tomorrow, 


gasolene 


hill- 


} 
1€SS waste on stop- 
top tor gas 


itdoesevery- 


TS...every Friday at 8 P.M. 





MOTORISTS AGREE with experts that new Bronze Koolmotor 
is 1937’s biggest advance. First motor-matched gasolene proves 


superiority in modern motors. 








- THE NEW 
Weel 743 


ORIENT 


Reduced! 
SUMMER ROUND TRIPS 


Go the “speed way” to Yo- 
kohama. 10 days by Em- 
press of Asia or Empress of 
Russia. Reduced Summer 
round-trip fares $256 up 
Tourist Class ; $456 up Firse 
Class. Or 3 days more via 
Hawaii by Empress of Japan 
(speed queen of the Pacific) 
or Empress of Canada, From 
Vancouver ‘and Victoria to 
Yokohama, Kobe, Nagasaki, 
Shanghai, Hong Kong, Ma- 
nila. Connect at Honolulu 
from California ports. YOUR 
TRAVEL AGENT or c. BE. 

PHELPS, 14th and New 
York Ave., N. W., Wash., 
D. C., NAtional 4235. 











CRAWFORD NOTCH 


within the shadow of 


MT. WASHINGTON 


WHITE MOUNTAINS 


NEW HAMPSHIRE 


Discriminating people 
return each summer 
to the Crawford House 
at Crawford Notch. 
Up - to - date roemin 
space—the best of f 
—musie by Boston 
Symphony players — 
Golf - Tennis - Swime- 
ming - Riding - Boat- 
ing - Hiking - no hay 
fever. Season June 26- 
Oct. 5. Rates with 
meals $6 a day and 
up. Booklet and diag- 
nosis of weekly rates- 
address: 


Barron Hotel Ce, 
Crawford Notch, 
N. a 


Or ask Mr. Foster 
Travel Offices. 


CRAWFORD qOUSt 


CRAWFORD NOTCH- NEW RAMOSH 2 
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CURBING THE 'TAX DODGERS’: PRESIDENT ROOSEVELTS MESSAGE 


w hen inquiries conducted by 
the Treasury developed the ex- 
istence of many cunningly con- 
trived devices for avoidance of 
tax payments by wealthy indi- 
viduals, President Roosevelt 
suggested to Congress in a mes- 
sage on June 1 that some at 
least of those he described 
might be defeated by plugging 
up loopholes in the tax laws. 

Examples of the devices used 
were enumerated in a letter 
from the Secretary of the 
Treasury incorporated in the 
President's message, which fol- 
lows in full text: 


To the Co.igress of the U? 

A condition has been de 
during the past few montns § 
rious to the Nation at the Con- 
e people are entitled to 


ion avout it 





tary of the Treasury 
me a report of a prelim- 
inary study of income tax returns 
for the calendar year 1936. This 
report reveals efforts at avoidance 
and evasion of tax liability, so wide- 
spread and so amazing both in their 
boldness and their ingenuity, that 
further action without delay seems 
imperative. 

We face a challenge to the power 
of the Government to collect, uni- 
formly, fairly and without discrim- 
ination, taxes based on statutes 
adopted by the Congress. 

Mr. Justice Holmes said “Taxes 
are what we pay for civilized so- 
ciety.” Too many individuals, how- 
ever, want the civilization at a dis- 
count. 


OF VARYING LEGALITY 

Methods of escape or intended 
escape from tax liability are many. 
Some are instances of avoidance 
which appear to have the color of 
legality; others are on the border- 
line of legality; others are plainly 
contrary even to the letter of the 
law. 

All are alike in that they are 
definitely contrary to the spirit of 
the law. All are alike in that they 
represent a determined effort on the 
part of those who use them to dodge 
the payment of taxes which Con- 
gress based on ability to pay. All 
are alike in that failure to pay re- 
sults in shifting the tax load to 
the shoulders of others less able to 
pay, and in mulcting the Treasury 
of the Government’s just due. 


THE SECRETARY’S LETTER 

I commend to your attention the 
following letter from the Secretary 
of the Treasury: 

“My dear Mr. President: 

“As you know, the Treasury was 
surprised and disturbed by the fail- 





Wealthy Avoiders of Income Levy Assailed in Request For Legislation to Plug 


000,000 Bahamas corporation has 
apparently attempted to prevent the 
Bureau of Internal Revenue from 
catching up with him by filing his 
individual tax returns in successive 
years from towns in New Bruns- 
wick, British Columbia, and 
Jamaica. 

“Another individual believes that 
he has been so successful in remov- 
ing his assets @rom the United 
States to the Bahamas that he is 
defying the Treasury to collect a 
tax upon a $250,000 fee he has re- 
and by way of insult, he has 


celvea 
to compromise his admitted 


ierea 


ibility of $33,000 for past years 
by a payment of $1,700. 
“Sill another individual showed 


a large net loss on his personal re- 
turn for 1936. In considerable part, 
the loss was due to the large deduc- 
tion he claims for interest on a loan 
made to him my his personal hold- 
ing company. But the man in ques- 
tion is no object of charity, for his 
personal holding company, organ- 
ized in Canada, had an income of 
over $1,500,000 from American divi- 
dends in 1936, though it has not yet 
filed a return. 


RETIRED OFFICER’S SCHEME 


| securities. 





Loopholes in the Revenue Laws 


one man had caused to be set up 

some 96 companies scattered all 

over the country. Two other indi- 

viduals were utilizing 23 personal 

holding companies. 

“4. The device of incorporating 
yachts and country estates. 

“Many wealthy taxpayers today 
are dodging the express provisions 
of the law denying deductions for 
personal expenses by incorporating 
their yachts or their country es- 
tates, turning over to the yacht or 
to the estate securities yielding an 
income just sufficient to pay the 
entire expenses of operation. Hun- 
dreds of thousands of dollars in 
income taxes are annually avoided 
in this way. 

“Thus, one man’s yacht ls owned 
by his personal holding company 
along with three million dollars in 
He rents the yacht from 
his company for a sum far less than 
the cost of upkeep, and the company 
uses its income from the securities 
to pay the wages of the captain and 
crew, the expenses of operating the 


| yacht, and an annual depreciation 


“Perhaps the most flagrant case | 


of this character is that of a retired 
American Army officer with a large 
income from valuable American se- 
curities which he desfres to sell at 
a very large profit. To escape our 
income and inheritance tax laws, 
he used the device of becoming a 
naturalized Canadian citizen, and 
six days later organized four Ba- 
hamas corporations to hold his se- 
curities. He and his lawyers appar- 


| ently think that he can now sell 


| his securities free from any taxes 


on his profits, since there are no 
income taxes in the Bahamas, and 
that he has adroitly escaped Amer- 
ican taxes. 
“2. The device of forelgn insurance 
companies. 
“Two New York insurance agents 
have caused the organization of in- 
surance companies in the Bahamas 


with a view to enabling taxpayers | 


to secure spurious deductions for in- 
terest through an ingenious scheme 
for the issuance of life insurance 
policies. 

“Americans who went into the 
scheme purported to pay a large 
single premium for their policies, 
but immediately borrowed back 
practically the entire sum. Under 
the plan the so-called policy-hold- 
ers sought to obtain a large deduc- 


| tion for interest on this loan, al- 


ure of the receipts from the income | 
tax on March 15 to measure up to | 


the budget estimates. Therefore, 
we undertook an immediate inves- 
tigation. Only a preliminary report 
can be made at this time because 
the complete investigation covering 
all the income tax returns filed will 
require the balance of this year. 
Furthermore, since many of the re- 
turns of large manufacturing cor- 
porations have not yet been filed, 
the present report is confined al- 
most wholly to data disclosed by the 
individual tax returns, 


CONDITION STYLED SERIOUS 

“But even this preliminary report 
discloses conditions so serious that 
immediate action is called for. More 
than the usual examination and 
audit by the Treasury is needed. It 
seems clear that if tax evasion and 
tax avoidance can be promptly 
stopped through legislation and 
regulations resulting from a special 
investigation a very large portion 
of the deficiency revenues will 
be restored to the Treasury. 

“I herewith enumerate some of 
the principal devices now being em- 
ployed by taxpayers with large in- 
comes for the purpose of defeating 
the income taxes which would nor- 
mally be payable by them. As we 
continue our preliminary examina- 
tion, other devices are being dis- 
closed. 

“1. The device of evading taxes by 
setting up foreign personal hold- 
ing corporations in the Bahamas, 
Panama, Newfoundland, and 
other places where taxes are low 
and corporation laws lax. 

“Americans have formed 64 such 
companies in the Bahamas alone in 
1935 and 1936, and 22 more were 
organized by Americans in the Ba- 


though the fact was that no inter- 
est was really paid. By this means 
five prominent Americans sought to 
evade nearly $550,000 in income 
taxes in the years 1932 to 1936. 

“This fraud was discovered by the 
Treasury’s investigators and all of 
the taxpayers have now submitted 
offers to pay the full amount of 
taxes evaded, plus interest. 

“Until our investigation is com- 
pleted we do not know how many 
similar companies may have been 
organized in other countries, and 
utilized by our citizens; nor do we 
yet know whether this newly in- 
vented type of fraud has other ram- 
ifications. 

“3. The device of domestic personal 
holding companies. 

“The rates of tax applicable to per- 
sonal holding companies were re- 
duced in 1936 at the time of the en- 
actment of the undistributed profits 
tax. It was believed at that time 
that the combined rates of the two 
taxes would be sufficient to insure 


| the distribution of the entire in- 
| comes of these companies, and the 
| consequent imposition of surtaxes 


} upon their owners. 


This expecta- 
tion has not been realized. 

“Thus, the single stockholder of 
one large personal holding company 


| saved himself $322,000 by causing 
his company to distribute none of 
| its income to him. | 


| COUPLE SAVED $791,000 


hamas during the past two months. 


Panama and Newfoundland seem to 
be even more fertile terrritory since 
their corporation laws make it more 
difficult to ascertain who the actual 
Stockholders are. Moreover, the 
stockholders have resorted to all 
manner of devices to prevent the 
acquisition of information regard- 
ing their companies. The compa- 
nies are frequently organized 
through foreign lawyers, with dum- 
my incorporators and dummy direc- 
tors, so that the names of the real 
parties in interest do not appear. 
“One American citizen with a $3,- 





“In another case, a man and his 
wife saved $791,000 through the use 
of personal holding companies in 
1936. 

“In a third case, the personal 
holding company reported over 
$500,000 of net income but the total 
taxes paid by the two stockholders, 
husband and wife, were less than 
$60,000, due principally to credits 
ior payments on indebtedness the 
holding company prudently incur- 
red in accumulating properties for 
its owners. If the personal holding 
company had not been in existence, 
the stockholders would have paid 
over $200,000 additional income 
taxes. 

“Another favorite device is to or- 


| ganize a considerable number of 


personal 


holding companies, not 


only for the sake of reducing the 
tax, but of increasing the Treasury’s 
difficulties in auditing transactions 
between companies. At last accounts 


items 
indi- 


None of these 
if this 


allowance. 
would be deductible 


vidual owned the yacht personally. 


“A great many wealthy taxpayers | 
are utilizing a similar arrangement 


| thereby 


for the operation of their country 
places and town houses. 

“One man has placed his five-mil- 
lion-dollar city residence in such a 
corporation; another his racing 
stable whose losses last year were 
nearly $200,000. The tax saving he 
thus sought to obtain through the 
use of the holding company were 
$140,000. 

“One wealthy woman has im- 
proved on the general plan of eva- 
sion by causing her personal hold- 
ing company, which owns her coun- 
try place, to employ her husband 
at a salary to manage it. She can 
supply him with pocket 


money, and in effect claims a tax 
deduction for the expense of main- 


| 


taining him. 


“5. The device of artificial deduc- 
tions for interest, losses, etc. 


“Taxpayers are seeking greatly to 


reduce their personal income taxes 


| 
! 


by claiming deductions for interest | 


on loans to them by their personal 
holding companies, or on loans to 
them by their family trusts. These 
transactions normally have no busi- 
ness purpose, but are merely an 
artificial means of shifting income 
from one member of the family 
subject to high surtax rates to an- 
other member of the family sub- 
ject to lower rates. 

“Thus, one woman claims a large 
annual deduction for interest on a 
loan made to her by her husband 
as trustee of a trust which she cre- 
ated for their children. The mother 
thereby seeks to secure a deduction 
for her contribution to the children’s 
support, and since the trust is re- 
vokable by her husband, the par- 
ents still have the desired control 
over the property and its income 

“In the same category are losses 
deducted by taxpayers who clain 


| that their racing stables or hobby 
| farms were operated for profit, eve! 


though a profit is never realized 
Thus, a prominent manufacture 
seeks a deduction of over $125,00( 
against his income from his busi 


| income taxes and leaves the family 


| “6. The device of the creation of 


ness, on account of his losses in 
operating a chicken farm. 


multiple trusts for relatives and 

dependents. 

“Splitting income two ways, be- 
tween husband and wife, reduces 


income intact. Splitting the family 
income many ways by means of 
many trusts, all for the same bene- 
ficiaries, may effect a much greater 
saving, while leaving the money 
actually in the same hands. For the 
creator of the trust often consti- 





tutes himself or his wife as trus- 
tee, and thus retains full control 
over the investment and disposition 
of the fund itself and of its income. 

“One thrifty taxpayer has formed 
64 trusts for the benefit of four 
members of his immediate family, 
and thereby claims to have saved 
them over $485,000 in one year in 
axes. 


“RUSTS FOR 40 RELATIVES 
“Another thrifty pair have con- 
tituted 40 trusts for their relatives, 

and a prominent lawyer and his wife 








utilize 16 trusts for the same pur- 
pose. The first pair maintains num- 
bered brokerage accounts, and only 
at the end of the year are the bene- 
ficial owners identified. In this way 
innumerable transactions are car- 
ried on, often between accounts, 
which do not actually affect the 
beneficial interests of their owners, 
but which are designed solely to re- 
duce tax liability. 


“1, The device of husband and wife 
or father and chifdren partner- 
ships. 

“The purpose of these Ppartner- 
Ships, like the multiple trusts, is to 
split the family income artificially 
into two parts; or, if the children 
are taken in, into still smaller frac- 
tions. 

“There are many instances of this 
kind; but to illustrate the point, it 
is sufficient to cite the case of a 
New York brokerage firm which 
late in 1935 admitted into partner- 
ship the four minor children, two 
boys and two girls, of one of the 
partners. The tax saving he sought 
thereby in 1936 amounted to over 
$50,000. 


“8. The device of pension trusts. 

“For 10 years the revenue acts 
have sought to encourage pension 
trusts for aged employees by pro- 
viding corporations with a special 


[Continued on Page 11.] 














of 








THE 
CYCLE 


day. Important people everywhere are vitally interested. 


That’s why The United States News has had such wide and rapid 


IMPORTANCE 


National Affairs is the most important subject in America to- 


acceptance among important people. 


More than 70,000 (and from our records it looks like one of the 
most important audiences in America), more than 70,000 are 
following National Affairs closely week after week by reading 


the publication you have before you. 


Important advertisers like to have their advertising appear be- 
fore such an audience, because it is filled with a desirable group 


of substantial buyers and customers. 


And many of these advertisers have discovered that a space just 
like this 
a CYCLE of COMMANDING UNITS, offers more display before 


more important people at less cost than can be had anywhere 


appearing every four weeks 


else in publishing. Write for rates to: 


ADVERTISING DEPARTMENT 


The United States News 


The Weekly Newsmagazine of National Affairs 


Read by more than 70,000 people from coast to coast 


IMPORTANT NEWS FOR 


IMPORTANT PEOPLE 

















June 7, 1937 


Roast 














REGISTRATION APPLIED FOR UNITED STATES PATENT OFFICE. 


* * Feople of the Week * * 





Sam Rayburn 


The Veteran Texan Who Leads 
the Majority in the House 


HEN the battle over the relief 
bill raged in the House the 
other day, the debonair majority 
leader, Representative Sam Rayburn 
of Texas vainly tried to stem the 
tide of amendments. Then he 
adopted an old strategy, an abrupt 
adjournment to let the heat and 
passion subside. Meantime Admin- 
istration influence was invoked and, 
presto, when the House reconvened 
last week every’ controversial 
amendment was stripped off the bill. 
A fighter, but 
a soft-gloved 
and diplomatic 
one, is the way 
Majority Lead- 
er Rayburn is 
viewed in the 
House. His 
voice is that of 
the soft-spoken 
Southerner, but 
he has been in 
the thick of po- 
litical and leg- 
islative contests al! his life. 

One of a quintet of Congress- 
men whose terms go back to the 
Speakership days of Champ Clark 
of Missouri, Mr. Rayburn has taken 
an active part in most of the major 
legislation of all that period. For 
years the head of the Committee on 
Interstate and Foreign Commerce 
and before that its ranking Demo- 
cratic member, he has been in the 
spot news for almost a quarter of a 
century. More recently, he conducted 
the Administration’s Securities Act 
of 1933 in the House and the legis- 
lation that created the Securities 
and Exchange Commission Act of 
today. 

Vice President Garner and Mr. 
Rayburn are inseparable friends. 
When Mr. Garner was a candidate 
for the Democratic nomination for 
President Mr. Rayburn was his cam- 
paign manager and at a timely mo- 
ment threw the Garner strength in 
the convention to President Roose- 
velt with second place on the ticket 
for Mr. Rayburn’s candidate. 

The outstanding ambition of Mr. 
Rayburn is to be Speaker of the 
House. His memory harks back to 
his school days at Bonham, Tex., 
when he announced to his school- 
mates what he proposed to be. He 
said then, in his early teens, that 
he was going to be a lawyer, run 
for the Texas legislature, be Speaker 
there, then go to Congress and be- 
come Speaker of the House. He has 
accomplished all that except the 
Speakership of the House. 

Sam Rayburn—he never calls 
himself Samuel—is an eligible bach- 
elor, 55 years old. He prefers the 
quiet congeniality of an evening with 
close friends to the wider orbit of 
social and official Washington. 
Tea-table talk bores him. 

Mr. Rayburn is most in his ele- 
ment when he goes back to his 
farm, two miles out of his home- 
town of Bonham, where he raises 
pure-bred Jerseys. He swings a | 





Sam Rayburn 





pitchfork in the haylofts ana on the 
meadows just as he swings his golf 
Sticks in Washington for exercise. 

“After all,” says Mr. Rayburn, 
“eolf just gives me an excuse to go 
Walking is my favorite 
I like to get in three or 


| 

| 
walking. | 
exercise. 
four miles a day when I have time.” | 
} 

| 

| 

| 

| 

| 


Joseph T. Robinson 


Arkansas Leader Who May Yet 
Doff the Toga for the Silk 


HE most talked of candidate for | 
T the Supreme Court bench, | 
Senator Joseph Taylor Robinson of 
Arkansas, holds many records. | 

Sixty-five years old next August, 
Senator Robinson has spent more 
than half of his life in public office. 
His 14 years of service as Democratic 
Leader of the Senate is said to be 
longest in of that body. 
He broke the record for transposi- 
tion in office in 1913 when on Jan. 
14 he was a member of the House of 
Representatives, on Jan. 16, he was 
Governor of Arkansas, and on Jan. 
28 he was back in Washington as 
a United States Senator—all within 
a fortnight. 


the history 


Once a con- 
: servative, Sen- 
ator Robinson 
has loyally sup- 
ported every- | 
thing the Pres- | 
identhas |} 
wanted. He is 
a lawyer and 
his former law 
firm in Arkan- 
sas had large 
power com- 
panies as its 
clients. Huey Long took great de- 
light in spreading that firm's affil- 
iations on the Senator's records. 
Senator Robinson no longer main- 
tains a law office 

The Arkansas Senator 
youngest of 10 children 
state New Yorker who 
Arkansas and*practiced medicine 
when he wasn’t busy farming. 
Young Robinson worked his way up 
from a farm boy, was an orator in 
knee breeches and in local politics | 
by the time he first donned long 
trousers. He has held State and | 
Federal offices almost ever since. In 
the Senate he is for Administration | 
policies, first, last and always. j 

Supreme Court Justices are fam- 
ous for taking long walks. If Sena- 
tor Robinson should join their num- 
ber he would fit in well for he walks 
a mile or two every day and often is 
seen pacing across the Capitol plaza 
at Washington. 

It is doubtful 1f there is a more 
enthusiastic follower of Izaak Wal- 


Senator Robinson 


was the 
of an up- 


settled in 


ton in Congress. He dotes on 
week-end fishing trips. He is espe- 
cially fond of bass fishing but is 


ready to go after any fish, anywhere, 
anytime. 

Senator Robinson is rated a rather 
indifferent gdlfer, likes to go hunt- 
ing in Virginia or southern Mary- 
land, as well as in the Ozarks, and 
he is usually agreeable to an early 
adjournment of the Senate at any 
time to enable members to go to 
a major league baseball game. 








LOW SUMMER FARES 
See Umerica First” 


Go West on the Empire Builder and see 








Roswell F. Magill 


Second Man in the Federal Trea- 
sury; Expert on Taxation 


NCOVERING evasions, legal and 

illegal, in the maze of Federal 
revenue laws is an old story with 
the Under Secretary of the Treas- 
ury, Roswell Foster Magill. It was 
his report on tax evas:ions that led 
to a White House conference on 
May 28, and the message to Con- 
gress last week recommending cor- 
rective legislation. 

When the House Committee on 
Ways and Means had this same sub- 
ject of tax evasions up for hear- 
ings three years ago, Secietaty Mor- 
genthau left it to Mr. Magil) to ex- 
Dlain the Treasury’s attitude and to 
bear the bur- 
den of the bar- 
rage of com- 
mittee ques- 
tions. 

“He has my 
authority and 
confidence,” 
Mr. Morgen- 
thau assured 
the committee. 
= Modest, con- 
servative, seri- 
ous, rather 
youthful in appearance but master 
of his subject, is the way he impres- 
sed the House committee at that 
time. He was a college professor 
who had just become a $10,000 a 
year tax advisor to the Secretary, 
brought to Washington from New 
York at the insistence of Mr. Mor- 
genthau. 

A quizzical Congressman asked 
Mr. Magill if he was a “doctor” or a 
plain “mister.” 

“Mr. Magill, please,” he answered. 
“IT am also a docior but I prefer ‘Mr 
Magill.’” 

Mr. Magill practiced law in Chi- 
cago three or four years and later 
came to Washington where, in 1923 
and 1924, he did special work in con- 
nection with the Revenue Act of 
1924. He was professor of law in 
Columbia University until Nov. 27, 
1933, when he rejoined the Treasury 
as a tax advisor. 

Today at 42, Mr. Magill is next in 
official rank to the Secretary of the 
Treasury. 

“An outstanding man in his pro- 
fession” Secretary Morgenthau told 
reporters one day. Mr. Magill is 
Ilinois-born, a Dartmouth graduate 
and holds the degree of doctor of 
jurisprudence from the University 
of Chicago on whose faculty he has 
served. He has been a tax advisor 
of Puerto Rico and has written 
books on Federal taxation. 


Roswell F. Magill 
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EASY ON YOUR POCKETBOOK 


HE biggest thrill of LaSalle ownership 
comes after you commence to drive your 
car. It is LaSalle’s economy of ownership 


and operation! 


You would naturally expect a big 125-horse- 
power V-8 engine to use more gasoline. 
But, due to Cadillac engineering, you will 
find in LaSalle a wholly new degree of 





operating efficiency. You will probably 
notice no increase in gasoline costs at all. 
And no car could be more sparing in its 


use of oil. 


Detroit 











AFTER YOU GET IT, TOO! 


And when it comes to service costs, you'll 
encounter a real surprise. Not only does the 
average cost of LaSalle service operations 
compare favorably with that of cars which 
cost even less to buy—but, being a Cadillac 
product, LaSalle does a great job keeping 
out of the service station! 

if you can afford any new car, you can prob- 
ably step up to a LaSalle V-8. 

Why not come in today and look at LaSalle? 
Your present car will likely make the down 4 
payment. 


*Delivered price at Detroit, Mich., $1095 and up, subject to change without notice. Model illustrated 2-Passenger 
Convertible Coupe $1290. These prices include all standard accessories 
Taxes, Optional Accessories and Equipment—Extra. 


Transportation, State and Local Sales 


Cadillac Motor Car Division 
General Motors Sales Corporation 


Michigan 














This sequence of four pic- 
tures shows the superb 
form of Dorothy Poynton 
Hill in the graceful butdan- 
gerous FORWARD SOMER- 








SAULT off the high board. 











After a smart take-off 
(above), Dorothy uses the 
weight and position of 
her head to spin her body 
around. This shows her 
mid-air position. 































Glacier National Park en route to the Pacific 
Northwest. See 300 miles of thrilling moun- 
tain scenery by daylight. See progressive 
towns, modernized farms... great ranches, 
Indian reservations, national forests, oil 
fields, mining, lumbering operations 
and vast orchards. 



















Instead of the 
“pike” with body 
bent at hips—Dor- 
othy executes the 









“T'S along way down from the high board,” 
Dorothy says, “and if you add all the spins 





LOW 
OW = yd and twists I do—you can see why I enjoy 
GLACIER PAR “ls st” with body Camels ‘for digestion’s sake.’” Mealtimes 
nd ayout” with body io} d betwe al D h 
oumenniiel (rig ht), an ctween meals, too, Dorothy pre- 





fers Camels. “I smoke whenever I want to,” 
she says. ‘Camels never jangle my nerves.” 
Camels helpspeed up the flow of digestivefluids 
and increase alkalinity. They set you right! 


Copyright, 1937, 
B. J. Reynolds Tobacco Cee 
Winston-Salem, N.C. 
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With hardly a stir, 
Dorothy cuts into the 
water. It’s a perfect 
dive. And gives you 
a good idea of how 
healthy Dorothy Poyn- 
ton Hill's nerves are. 


SPOKANE + "SEATTLE + TACOMA 

PORTLAND + VANCOUVER + VICTORIA 

CALIFORNIA:ALASKA 
THE ORIENT 








@ Camels are made from 
finer, MORE EXPENSIVE 
TOBACCOS —Turkish and 
Domestic—than any other 
popular brand. 
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“ 0 ” . : 
BARGAIN STOP-OFF TOURS IN GLACIER NATIONAL PARK JACK : ns the “college”! PLAYING spectacular golf. Speaking of BOOSTER for Camels. Henrietta Dono- 
Through the heart of this glorious park in 340d demain Jack Oakie c* Benfy Goodman the strain of tournament golf, Ralph hue, swimmer, golfer, and tennis player, 
the sights from open-top buses—stopping for meals and overnight Catchy ore i! Hollywood co Guldahl says: “Sure I like to smoke. But says: “After several sets, I like to smoke 
gee ! So give me a cigarette that’s mild. I mean ‘a Camel. They are so mild, and yet I get 
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ig hotels. Complete cost of tours only $16.00, $28.25 or and nary te Garland sings! 














$42.50. Three day tour includ i i 
Waterton Lakes Park, Conte, ©s Prince of Wales Hotel in medians! JxieCollege! Tuesdays Camels, They never get on my nerves.” such a delightful ‘lift.’” 
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Scripps-Howard Newspapers 


‘eo Own Little Dutch Boy! 


th 
the 


Cartoonts bu for 





What the Editors 
Are Saying About: 


1. Checking Tax Evasions 
2. The Unicameral Legislature 


- in the RA 


“Extravagance 


FFORTS of the Government to collect revenue, 
said to amount to $100,000,000, which has been, 
it is stated, withheld through tax evasion are be- 
lieved promising for the Treasury by 61 per cent 
of commenting newspapers, but to 39 per cent 
they have little foundation in existing conditions. 
It is emphasized that failure to pay taxes by any 
substantial number of citizens puts an increased 
burden on the average taxpayer. On the other 
hand, the point is made that failure to obtain de- 
sired tax money may be due to uncertainty in the 
law, and it is contended that all persons have tie 
tendency to avoid payment of taxes not legally 
collectible. 
The definite argument 
taxpayer has a right to avail 





is made that the potential 
himself of every oppor- 


tunity that the terms of the law afford to keep 
his taxes at a minimum. 

Efforts to tighten up the income tax laws, so 
that there may be no loopholes, are urged in com- 


ments, as a means of reducing the burdens of the 
small taxpayer. 


Nebraska's Experiment 


fWVHE first session of the unicameral legislature in 
Nebraska is concluded with nationwide discus- 
sion of the effect that its trial period may have 
on the policy of other States. The results are held 
encouraging to extension of the plan by 54 per cent 
of commenting newspapers. Lack of important re- 
Sults is observed by 46 per cent. 
Cost of the legislature itself 
been reduced, although the budget 
under the new form. 
Those who view the matter with friendly eyes 


shown to have 
was increased 


Is 
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Cartoonist Cassel in the Brooklyn Daily Eagle 


Catching Up With Him 





take the position that results wili be slow in making 
their appearance, and that the real test is whether 
the people will be better satisfied with the manner 
in which the business of the State is transacted 
in the long run. 

It is held that the ultimate verdict will be re- 
Served until such time as the citizens have had an 
opportunity to voice their judgments as to the 
quality of legislation. 


Senator Byrd's Miracle” 


og omprp newspapers are unanimous in 
4 praise of Senator Byrd's attitude regarding the 
expenditures of the Resettlement Administration in 
a project designed to take care of mountain fam- 
ilies moved out of the Shenandoah National Park. 
The Senator in his controversy with the RA de- 
clared that the new farms and homes will prove 
too costly for the transferred families to carry, and 
that much of the outlay was unnecessary. 

The fact the Senator is protesting against what 
he deems unnecessary expenditure in his own terri- 
tory is especially praised by the editors, many of 
whom style it a “miracle” that such an attitude 
be taken by a man in politics these days. 

Emphasis is also placed on’ the contention of the 
Senator that extravagance in resettlement work 
is wrong when the Federal budget is so much out 
of balance. 
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THE WAGE AND HOUR BILL: HOW EDITORS VIEW IT 





Mecosanaua x 9) x 


F all the newspapers commenting on the Ad- 
ministration proposal for control of labor 
conditions by legislation 87 per cent class it as 
not feasible. Critics are convinced that real 
wages will not be increased under the proposed 
wage and hour law; that workers will find that 
any advantages gained will be offset by in- 
creased prices based on labor costs. 


It is argued by the minority who favor the 
plan that the country can afford the higher 
wages and reduced working time; that under 
the plan workers can produce more; and that 
technological advances will prevent reduction 
in total production. 


IT IS PREDICTED “Revival of the code 

scheme,” in the opinion 
ran a tone of the Baltimore Sun 
TO PRICE FIXING (Dem.), “follows _logi- 


cally and inevitably from the proposed wages- 
and-hours legislation. “The final step, of 
course, is price fixing. It would not only be 
unfair but impractical to tell a manufacturer 
how much he must pay for his labor and to 
what extent he may compete with other manu- 
facturers without also assuring him a price for 
his product that is high enough to cover his 
fixed costs. It is toward just such regimenta- 
tion and monopolism that the Administration's 
reasoning may be carrying us.” 


“No one in Washington, however wise and 


however just,” declares the Chicago Tribune 
(Rep.), 
wages for 130 million people, 
diversified occupations and scattered across a 
continent. It can't be done unless, of course, 
we accept the kind of government which Stalin, 


and Hitler have imposed on their 


“is competent to regulate hours and 
in thousands of 


Mussolini, 
peoples with firing squads, concentration camps, 
and the loss of all civil liberties.” 


“The idea of reducing hours and paying the 
says the 


highest wages is sound in principle, 




















Cartoon 


You Can’t Keep Her Down! 


t Homan for the United Feature Service 





Scranton (Pa.) Times, (Dem.) “Whether it can 
be well done in short order without a serious 
social upset is another matter. Whether it will 
increase employment is also a theoretical propo- 
sition. ... One of the reasons NRA was only 
partially successful before it was invalidated 
was because of the impracticability of applying 
such intricate economies to a nation of 122,000,- 
000 persons scattered over 3,000,000 square miles 
of territory.” 


Reviewing the experi- 


ence with the depression, 
WILL PROVE TO 5 the Charlotte Observer 


A NEW DEPRESSION (Dem.) draws the lesson: 


“It seems to us that the new Federal maxi- 
mum hour law, when it proposes to fix a work- 
ing week lower than the necessities of health, 
efficiency and a reasonable surplus of time for 
leisure would justify, will result in the same 


RESULT, SOME FEAR, 





kind of economic stalemate from which the 
country is now emerging. 

“Legislation that would raise the pay of 
workers in the lower brackets,” thinks the 
Buffalo Evening News (Rep.), “would bolster 
mass purchasing power and contribute to re- 
covery. There is, however, the possibility 
that workers in the higher brackets might find 
their income reduced. The American Federa- 
tion of Labor foresees such an unwelcome de- 
velopment.” 


“The arbitrary regula- 
tion of wages and hours 


WILL BE HONESTLY a ; ¢ 
by politicians in Wash- 
CORRECTED BY PLAN ington,” contends the 


Tulsa (Okla.) Tribune (Ind.), “would be of in- 
estimable value to America if real abuses were 
corrected. But so far there has been little 
honest attempt to arrive at a fair formula. 
Politicians have vied with each other to see who 
could promise labor the most. No one has asked 
business how much it can stand.” 

“Little or nothing can be expected from labor 
legislation,” advises the Youngstown Vindica- 
tor (Dem.), “toward reducing unemployment, 
and even if the law is carefully drawn it carries 
the danger of immeasurably extending the 
power of the national government over the lives 
of the people, thereby increasing evils of bu- 
reaucracy ... and of making the general con- 
duct of business more difficult and consequently 
reducing employment.” 

“In any case,” remarks the Philadelphia Eve- 
ning Bulletin (Rep.), “Congress ought not to 
embark on legislative adventures without 
thorough investigation of their desirability or 
the ability of the industrial structure of the 
country in its present condition to support them, 
Great Britain, which has made so many depar- 
tures in social legislation, has never attempted 
to apply minimum rates except in special cases.” 

“The idea,” comments the Hartford Times 
(Dem.), “that the Federal Government is to reg- 
ulate hours, wages and conditions of employ- 
ment is startling enough so that the country 
will require some time to adjust itself. 


DOUBT THAT EVILS 
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TITLE REGISTERED U.S. PATENT OFFICE 


LETTERS OF COMMENT BY READERS OF THE UNITED STATES NEWS 





Editor's: Note: Letters of com- 


will have been spent without noticeable 


The Case for High Wages 


House of Representatives: “I am tired 





ment and suggestion are invited. 
Those not intended for publication, 
and those to which writers desire to 
have only their initials attached if 
published, should be so marked. Even 
if initials only are to be printed, let- 
ters must be signed and address 
given. 


The Forgotten Consumer 

Sir:—Thoughtful students will agree 
Roosevelt's managed money policy is 
patterned after the economic monetary 
doctrine of Keynes. Both imply through 
the management of the volume of cur- 
rency or credit the control and manage- 
ment of the volume of production. Both 
produce an artificial state in industry 
with artificial prices almost uniformly 
high and unsteady employment a com- 
mon fact. Managed money means man- 
aged production, the latter always im- 
plying a scarcity production because no 
Other sort of production will satisfy the 
purpose of controlled or managed 
money... . 


It leads to and establishes high arti- 
ficial prices, unsatisfactory employment 
and restricted cocnsumption. As a part 
of its law of action, prices and wages 
go up and down together, whereas the 
natural law of economics is that prices 
should fall and wages rise each by slow 
degrees. Technical advance in produc- 
tion should mean lower prices and 
higher wages and vast consumption, but 
managed control of money and indus- 
try work in the opposite direction. 


Any system of monetary management 
makes for an cconomy of scarcity with 
low standards of living and increasing 
difficulty of serving indebtedness. It in- 
duces or makes possible great profits and 
surpluses in the higher brackets and 
tends to small desperate savings in the 
lower brackets to prepare for a time as- 
Sumed to be worse than now.... 


This power production age has forced 
a consumer economy upon the nation 
and the Administration seems unaware 
of it. Consumption and production 
should be approximately equal at all 
times, and normal prosperity cannot be 
achieved by wurking with the faults of 
production in a managed system that is 
fundamentally wrong. Unless attention 
is turned wholeheartedly to the rights 
and economic power of the consumer, the 
reform wave so heartening to millions 


benefit to the people. 


Cleveland, Ohio. T. G. MAXWELL. 


xx* rk 
Industrial Income 
Sir:—Your editorial, “Job-Makers of 
America,” citing Mr. Ford, asks can Mr. 


Roosevelt boast of any such record of 
creative work with the billions of public 
funds placed at his disposal. Mr. Ford’s 
late report filed with the Massachusetts 
Commissioner of Corporations and Taxa- 
tion shows a profit of $26,426,698 for 
1936 In 1933 Ford indicated a loss of 
$3,480,331. Does this not show that Mr. 
Roosevelt is making a very good record 
with the billions at his disposal? ... All 
of these corporations and individuals are 
making more money and have more to 
spend after paying their taxes and after 
all the barriers you say the Government 
is trying to create. H. E. HOSHAW. 
Alcova, Wyo. 


~x~ «& * 
Lack of Cooperation Scored 
Sir:—Your May 17 editorial “Job- 


Makers of America” points out in a 
most conclusive way the absolute use- 
lessness of the citizens of these United 
States furnishing means for this Ad- 
ministration to squander in the vain 
hope of bringing back permanent pros- 
perity. 

I am glad you have pointed out what 
Mr. Ford and other individualists have 
done and are doing about creating jobs 
and new wealth as compared with what 
has been accomplished by government 
spending of the past few years. I hope 
the time will soon come when we will 
better appreciate the initiative and en- 
terprise, the creative genius of the many 
individuals that have done so much to 
make this country great; I hope the ap- 
preciation will come before we have 
killed all the incentive to produce and 
create. 

Out of all the efforts of the Adminis- 
tration to correct the economic inequali- 
ties and injustices of our time, I see al- 
most nothing that would tend to bring 
producer and consumer, seller and 
buyer, or employer and employe into a 
better and closer relationship. We talk 
of cooperation but we do not have it. 
Real cooperation must include consumers 
as well as producers; employes and em- 
ployers must be considered together. 
Ala. A. F. CALEY 


Marion Junction, 








Sir:—The other day the writer had a 
very interesting but instructive talk with 
a business man who came into the office 


to make a purchase. ... His idea was 
that it was necessary to keep the worker 
poor in order to keep him’ working, 


otherwise he would not work at all or 
only part time and the wheels of in- 
dustry would suffer and the world’s work 
would stagnate. 

It is a strange thing to me that an 
intelligent business man’s ideas are so 


lopsided. . . . If you take away buying 
power from the working masses, the de- 
mand for all kinds of commodities is 
lessened, legitimate manufacturing, 


wholesale and retailing are curtailed and 
general business lessened, and we all 
suffer from the lack of things we should 
have. Give the working man a good 
wage and he will naturally buy more, 
increasing all kinds of business thereby, 
helping to keep more workers employed, 
and thus increasing the volume of busi- 
ness for the employer. 
EDWARD R. SAUNDERS. 
Collingswood, N. J. 
x «we 


Court Issue and Next Election 

Sir:—The infamous scheme of Presi- 
dent Roosevelt to shortcircuit the proper 
method of making any needed consti- 
tutional amendments by “reforming” the 
Supreme Court and the lower Federal 
Courts violates, not only his own party’s 
platform of 1936, but the whole spirit 
of our*beloved Constitution. 

Senators and Congressnien who, by 
supporting such “reform” place personal 
lovalty to the President above their oaths 
of office and their duty of the whole 
people, deserve condemnation and de- 
feat at the polls.... 

May I suggest to newspaper cditors 
that, from now until election day they 
print in a box at their mastheads, the 
names of Senators and Congressmen in 
their respective States who are unwilling 
or afraid to vote against the bill that 
will, if enacted, permit Mr. Roosevelt to 
dominate our Courts? 

GEORGE M. ZIMMERMAN. 
Mich. 

ee: = @ 
Rings and Rubber Stamps 

Sir:—It is well to be reminded of what 
Rep. Frank Hancock (Dem) of North 
Carolina, was quoted as saying in the 


Deiroit, 











of being led by a ring in my nose; I am 
all for the Administration, and I am even 
willing to be called a ‘rubber Stamp,’ 
but, by God, I can’t see why we have 
to embalm our minds.” 

We can now see plainly, in connection 
with the Supreme Court issue, rings, 
rubber stamps and embalming fluid be- 
ing used. Jim Farley and subordinates 
carry a supply. ROBT. N. CARSON. 
Davenport, Ia. 
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Citrus Fruit Market Control 

Sir:—Your editorial entitled, “Mr. 
Wallace Chooses Fascism,” is superb. 
You state the case as I have known it 
from actual experience in the field of 
Florida citrus business. 

His method, in Florida, is to make 
contracts with shippers (styled “shippers 
and growers”), and the so-called mar- 
keting agreement includes a program of 
allotment to the various shippers. Un- 
der the guise of the allotment plan, a 
karge number of the shippers are to be 
destroyed at once and ultimately all the 
shippers are to be destroyed except the 
federally subsidized co-operative mar- 
keting agency for citrus fruits in Flor- 
ida. 

Through this method, Mr. Wallace can 
easily control the price of oranges and 
limit output and thus limit employment. 
He can destroy individual growers and 
those who seck individually to market 
fruit. 
Atlanta, Ga. EUGENE DODD. 
? ££ @ 


Price-Cutting Evils 

Sir:—Changes should be made in the 
anti-trust law giving the manufacturer 
the right to protect all who distribute his 
product, if he puts out a product that is 
worth the price he advertises He should 
be placed in such a position as to be able 
to defend those who get this price and as 
sure a living wage for all... . 

Why should any price-cutting shop be 
given the privilege of opening up across 
the street from a man who wants to 
maintain a white man’s standard of liv- 
ing for himself and all his employes? . . . 
Let the price-cutter put his own name 
on any brand of merchandise and tell 
them it is worth $1, but he will sell it for 
57 cents, or $100, and he will sell it for 
$59. . . . He can’t do this if he pavs a 
white man's wages WM. D. KIMBELL. 
Chicago, Il. 




































t the Oregon Daily Journal 
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Editorial Comment, 


Pro and Con, on: 
1. The Relief Billions 


2. 
3. 


Strike at the Ford Plant 
Etiquette and Diplomacy 


YONTROVERSY in Congress ovei 


( the handling of 
4 the billion and a 


half dollars for relief is re- 
flected in the press. Those who would allot a third 
of the appropriation to public works of a perma- 
nent character have the support of 42 per cent of 
commenting newspapers while the demand that 
the whole amount be given in a lump sum for 
WPA work is upheld by 58 per cent of the press. 

of independence in Congress 
those who favor public works funds on 
that policy would establish the desire 
to resume its constitutional duties. 


Evidence is wel- 
comed by 
the ground 


of Congress 


Advocates of the President’s demand declare that 
Congress revolt is inspired by pork-barrel tradi- 
tions, and that no gain in economy is involved. 


The question is also raised as to what other ap- 
propriations will be asked for public works, after 
this money bill has been passed. 


Mr. Ford and the Unions 


gpg oer eee which comment on the attempt of 
the Automobile Employes Union to unionize the 
plant of Henry Ford predict a long struggle. It is 
believed by 71 per cent of the press that Mr. Ford 
is in a strong position to resist the labor organiza- 
tion. 

On the union side capital is made of the fact that 
physical violence was used when Ford employes re- 
pulsed union sympathizers. It is also charged that 
Mr. Ford is intolerant toward the policy of collec- 
tive bargaining. 

Many editors hold that the motor manufacturer 
stands in a good position before the public, because 
he has paid high wages and voluntarily established 
good working conditions. 














Cartoonist Elderman in the Washington Post 
Dangerous Pruning 





Etiquette and Diplomacy 


F newspapers which comment on the recent 
0 ruling on official etiquette, promulgated by 
Paul V. McNutt, Commissioner of the Islands, 84 


per cent find that he acted in a undip!omatic man- 
ner. Mr. MecNutt’s instructions to consular and 
island officials were that his name should outrank 
that of President Quezon when toasts are drunk 
at official affairs. A minority of the editors argue 
that the Commissioner’s action may have been jus- 
tified in the view of the political condition in the 
Islands. 

Critics ask, “Why irritate the Filipinos by such 
insistence?”, and it is argued that the best diplo- 
macy would not justify such a plain statement of 
the position of the commissioner. 

In justification of the action taken, it is main- 
tained that the high official representing this Gov- 
ernment has simply followed the attitude prevailing 
in Washington, and that it was necessary that the 
United States uphold its prestige at Manila during 
the present transition period, and until the inde- 
pendence of the islands is fully established in 1946. 

Some who concede that Mr. McNutt was justified 


feel that he might have been more tactful. Others 
compare his action with that of an over-zealous 
traffic officer. 
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+ nated but nothing was done at that 


(Continued from Page 8.] 
deduction on account of contribu- 
thereto, and exempting the 
trust itself from tax. Recently 
this exemption has been twisted 
into a means of tax avoidance by the 
creation of pension trusts which In- 
clude as beneficiaries only small 
groups of, officers and directors who 
are in the high income brackets. In 
this fashion high-salaried officers 
seek to provide themselves with 
generous retiring allowances, while 
at the same time the corporation 
claims a deduction therefor, in the 
hope that the fund may accumulate 
income free from tax. 

“Thus, in one case $43,000 is an- 
nually appropriated by the corpora- 
tion to a pension trust for the bene- 
fit of its two chief owners. One of 
the co-owners will retire at the age 
of 65 with a monthly pension of 
$1,725, and the other will retire at 
60 with a monthly pension of $1,425. 


MANY SKIRT THE LAW 

“These eight types of tax avoid- 
ance are sufficient to show that 
there is a well-defined purpose and 
practice on the part of some tax- 
payers to defeat the intent of Con- 
gress to tax incomes in accordance 
with ability to pay. In some cases, 
the Bureau of Internal Revenue un- 
der existing law can establish a lia- 
bility or indeed proceed on the 
ground of fraud; but many of these 
cases fall in the category of a legal 
though highly immoral avoidance 
of the intent of the law. 

“It seems, therefore, that legisla- 
tion should be passed at this ses- 
sion of the Congress in order to 
eliminate these loophoies which 
our preliminary investigation has 
proved; and that as a result of the 
further investigation this summer 
and autumn the next session of the 
Congress should finally close any 
further loopholes which may be dis- 
covered. 


SAFE LEGAL AVOIDANCE 

“In addition to these cases of 
moral fraud, there are three other 
major instances in which the law 
itself permits individuals and corpo- 
rations to avoid their equitable share 
of the tax burden. 

“1, Percentage depletion 

“This is perhaps the most glaring 
loophole in our present revenue law. 
Since 1928 large oil and mining cor- 
porations have been entitled to de- 
duct from 5 to 27% per cent of their 
gross Meome as an allowance for the 
depletion of their mines or wells, 
and the deduction may be taken 
even though the cost of the prop- 
erty has been completely recovered. 

Thus, in 1936, one mining com- 
any deducted nearly $3,000,000 
under this provision, although it had 
already completely recovered the 
cost of its property. The amount 
of the deduction was a sheer gift 
from the United States to this tax- 
payer and its stockholders, and the 
revenue that we lost thereby was 
$818,000. Similar annual losses of 
revenue in the cases of a few other 
typical companies are $584,000; 
$557,000; $512,000; $272,000; $267,- 
000; $202,000; and $152,000. 

“The estimated annual loss of rev- 
enue due to this source alone is 
about $75,000,000. I recommended 
in 1933 that this provision be elimi- 
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time; and it has since remained 

unchanged. 

“2. The division of income between 
husband and wife in the eight 
community property states. 
“This is another major cause of 

revenue loss, which is unjustifiable 
because obtained at the expense of 
taxpayers in the 40 states which do 
not have community property laws. 
A New York resident with a salary 
of $100,000 pays about $32,525 Fed- 
eral income tax; a Californian with 
the same salary may cause one-half 
to be reported by his wife: and the 
Federal income taxes payable by the 
two will be only $18,626. The total 
loss of revenue cue to this unjusti- 
fiable discrimination against the 
residents of 40 States runs into the 
millions. 

“3. Taxation of non-resident aliens. 
“The 1936 Act eliminated the re- 

quirement that a non-resident alien, 

(without United States office or 

business) should file a return; fixed 

the withholding rate for individuals 
at 17 per cent; and freed the non- 
resident alien from taxation on 

American capital gains. 

Since the total Federal tax upon 
a citizen or resident amounts to 10 
per cent of his total net income at 
about $25,000, (in the case of a mar- 
ried individual with no dependents), 
the withholding rate has proved in 
practice to be too low as applied to 
wealthy non-resident alien individ- 
uals. 

“There are a number of cases of 
non-resident aliens with large in- 
comes from American trusts or with 
large American investments whose 
taxes have been cut to one-third or 
one-fifth of what they paid under 
the prior act. 

“Thus, one American woman who 
married an Englishman had an in- 
come from this country in 1935 of 
nearly $300,000. Her tax for 1936 
will, therefore, be approximately 
$30,000 as against over $160,000 un- 
der the prior law. 

“Another American woman who 
married a Frenchman has an in- 
come of over $150,000 from Ameri- 
can trusts, on which she paid a tax 
of about $55,000 in 1935. Her tax is 
reduced to about $15,000 by the 
1936 law. Although the tightening 
of the withholding provisions in 
1936 will tend to insure more rev- 
enue from non-resident aliens in the 
lower brackets, the present taxing 
provisions are not satisfactory as 
applied to non-resident aliens with 
incomes in the higher brackets. 


PRACTICE IS NOT NEW 

“The problem of tax avoidance is 
not new. The Congress devoted 
particular attention to it in 1933 and 
1934, and by legislation effectively 
put a stop to many evasive devices 
discovered then as having been in 
use. The practices outlined above 
can and should be stopped in the 
same way. 

“In conclusion, I have two ob- 
servations to make from the evi- 
dence before me. In the first place, 
the instances I nave given above are 
disclosed by a quick check of com- 
paratively few individual returns. 
As I have said before, most of the 
large corporation returns have not 
yet been filed. The general audit 
of 1936 returns is just beginning. 
Nevertheless, it is likely that the 
cases I have digested above are 
symptomatic of a large number of 
others, which will be disclosed by 
the usual careful audit. 

“In the second place, the ordinary 
Salaried man and the small mer- 
chant does not resort to these or 
Similar devices. The great bulk of 
our 5,500,000 returns are honestly 
made. Legalized avoidance or eva- 
sion by the so-called leaders of the 
business community is not only de- 
moralizing to the revenues; it is 
demoralizing to those who practice 
it as well. It throws an additional 
burden of taxation upon the other 
members of the community who are 
less able to bear it, and who are 
already cheerfully bearing their 
fair share. The success of our rev- 
enue system depends equally upon 
fair administration by the Treas- 
ury, and upon completely honest re- 
turns by the taxpayer. 

“The disclosures are so serious 
that I recommend that authority be 
given to the Treasury Department 
with an adequate appropriation in 
order that a complete and imme- 
diate investigation may be con- 
ducted. The cost of such an in- 
vestigation will be returned many 
times over to the Treasury of the 
United States. 

(Signed) 

“HENRY MORGENTHAU, JR.” 


NEW PROBLEM TO SOLVE 

A feeling of indignation on read- 
ing this letter will, I am confident, 
be yours, as it was mine. 

What the facts set forth mean to 
me is that we have reached another 
major difficuity in the maintenance 
of the normal processes of our Gov- 
ernment. We are trying harder 
than ever before to relieve suffer- 
ing and want, to protect the weak, 
to curb avarice, to prevent booms 


+ and depressions—and to balance the 


budget. Taxation necessary to these 
ends is the foundation of sound gov- 
ernmental finance. When our le- 
gitimate revenues are attacked, the 
whole structure of our Government 
is attacked. “Clever little schemes” 
are not admirable when they un- 
dermine the foundations of society. 


A JOINT CONCERN 

The three great branches of the 
Government have a joint concern 
in this situation. First, it is the 
duty of the Congress to remove new 
loopholes devised by attorneys for 
clients willing to take an unethical 
advantage of society and their own 
Government. Second, it is the duty 
of the Executive branch of the Gov- 
ernment to collect taxes, to inves- 
tigate fully all questionable cases, 
to prosecute where wrong has been 
done, and to make recommendations 
for closing loopholes. Third, it is 
the duty of the Courts to give full 
consideration to the intent of the 
Congress in passing tax laws and to 
give full consideration to all evi- 
dence which points to an objective 
of evasion on the part of the tax- 
payer. 

Very definitely, the issue imme- 
diately before us is the single one 
relating to the evasion or unethical 
avoidance of existing laws. That 
should be kept clearly in mind by 
the Congress and the public Al- 
ready efforts to befog this issue ap- 
pear. Already certain newspaper 


+ publishers are ng to 
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make it 
appear—fi hat if an individual 
ated methods to 

Congress in- 

tended him to pay, he is doing 
nothing unpatriotic or unethical; 
and, because certain 
individuals ¢ approve of high 
income tax brackets, or the undis- 
tributed earnin tax, or the capi- 
tal gains t first duty of the 
Congress should be the repeal or 
reduction of taxes. In other 
words, not one but many red her- 


rings are in preparation. 


PROBLEM OF TAX POLICY 

But it to me that the first 
duty of the C ss is to empower 
the Governn to stop these evil 
practices, and that legislation to this 
end should not be confused with leg- 
islation to 1 tax schedules 
That is a wh different subject. 

In regard ¢ lat subject, I have 
Congress 
that at this session there should be 
no new taxe ind no 
And I have 


Congress that e 


secona 


seems 


already su 1 to the 


changes of 
indicated to the 
Treasury will be 
prepared bi November to pre- 
sent to th priate committees 
information 1 the which 
the Congress may, if it chooses, un- 
dertake revisions of the tax struc- 
ture. 

The lon roblem of tax 
policy is w y separate from the 
immediate problem of glaring eva- 
sion and avoidance of existing law. 


rates. 


basis of 
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AGE ON EVASION OF TAXES + 


In this immediate problem the 
decency of American morals is in- 
volved. 

The example of successful tax 
dodging by a minority of very rich 
individuals breeds efforts by other 
people to dodge other laws as well 
as tax laws. 


WHAT SOME LAWYERS DO 

It is also a matter of aeep regret 
to know that lawyers of high stand- 
ing at the bar not only have ad- 
vised and afe advising their clients 
to utilize tax avoidance devices, but 
are actively using these devices in 
their own personal affairs. We hear 
too often from lawyers, as well as 
from their clients, the sentiment “It 
is all right to do it if you can get 
away with it.” 

I am confident that the Congress 
will wish to enact legislation at this 
session specifically and exclusively 
aimed at making the present tax 
Structure evasion-proof 

I am confident also that the Con- 
gress will give to the Treasury all 
authority necessary to expand and 
complete the present preliminary 
investigation, including, of course, 
full authority to summon witnesses 
and compel their testimony. The 
ramifications and the geographical 
scope of a complete investigation 
make it necessary to utilize every 
power of Government which can 
contribute to the end desired. 

FRANKLIN D. ROOSEVELT. 
The White House June 1, 1937. 
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houses, court houses and ¢ tner 

zs fo ( freshment stands to be op- 
erated bl s. A nd person applying 
in a state is qualified to regeive a concession 

This vocational training, however, 1s n yt con- 


work alone 


type ol 


The blind are 


fined to this 
living in such tasks 


also being trained to earn thei! 
as telephone operators, teachers and stenographers 


How Uncle Sam Helps | 
A Farmer to Buy a Farm | 


Hew may a farmer get federal aid to buy a 
farm? 

The Government through Farm Credit Ad- 

will] make a loan to farmers or farm 


ministration 
tenants who wish a farm. For security, the 
FCA will take a the property 

To be eligible for such a prospective 
owner must either be mer or derive the major 
farming. He must aiso 
agency that he has 

and capital to op- 


o buy 
rtgage on 


loan, the 





a far 
part of his income from 
be able to satisfy the 
sufficient experience equipment 
erate the farm profitably 

All applications should be made to the national 
the tewn near the farm. 
These associations are cooperative organizations 
whose members are borrowers from the FCA. In 
return for the association’s endorsement of his loan, 


senalng 


farm loan association in 


a borrower is required to buy its stock in an amount 





equal to 5 per cent of the loan. Where there is 
no such organization in a community, a farmer 
may obtain a direct loan from a Federal Land Bank. 

There are two kinds of loans available. Land 
Bank loans and Land Bank Commissioner loans. 
Land Bank loans are made only on first mort- 
gages, with an interest rate of from 3!, to 4 per 
cent. Commissioner loans, made on first or second 
mortgages, have a rate of from 4 to 4’ per cent. 

The terms of the loan vary with individual cases 
Generally they are made for 20 to 34 years. In no 
case may the amount of the loan exceed 75 pet 
cent of the value of the farm, as determined by 
the lending agency. 


Social Security Act; 
Questions and Answers 


ARE Federal Credit Unions exempt from the pro- 
visions of the Social Security Act? 

The Bureau of Internal Revenue has ruled that 
Federal Credit Unions are “instrumentalities of the 
United States.” An examination of the Act of Con- 
gress creating the unions shows that they may act 
as agent of the Secretary of the Treasury in cer- 
tain cases. For this reason they are considered in- 
strumentalities of the United States and their em- 
ployes are exempt from the provisions of the Act. 


a 
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ARE ‘tips” considered as taxable wages? 
y 





: employe are usually not 
considered taxable wages under the Act A re- 
cent ruling by the Bureau of Internal Revenue, 
however, illustrates a where tips are consid- 
ered taxable 

A certain club added 10 restau- 
rant charges and forbade employes to accept tips. 
At the end of the month total of the extra charges 
was pooled and distributed to employes. The Bu- 
reau ruled that this additional 10 per cent was, in 
effect, an extra be added to the 
regular wages of the club’s employes when consid- 


ering the amount of the tax 


paid directly to an 


case 
wage 


per cent to its 


wage which must 
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[FORMATION RETURNS. 


Every employer who, after January 1, 1937, em- 
ployed one or more employes in an occupation cov- 
ered by Title VIII (the old age pension provision 
of the Act) will be required to file an information 
return showing the taxable wages paid to all his 
employes during the first si year. 
This return is due on or be 31. Blanks 
for the return, SS-2 and SS mailed to 
employers in the next few weeks. SS-2 is the form 
that should contain a summary of all taxable wages 
paid in the first six months. SS-2a how 
taxable wages paid to each individual employe dur- 
ing the same period. 

The Bureau states that 
of these forms in 1 
filing a 
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- Needhepeeenimelergei has been threaded from a mammoth spool of steel. 
‘Labor and capital, both, have been, are, and will be, dependent on 
this skeletal frame of metal built of 1,230,000,000 tons in the last seventy 
years. 

Now a major labor dispute in certain sections of the industry focusses 
national attention on what happens beneath the belching smokestacks. 

Here then is the picture story of steel—the industry that once meant 
useful but impersonal things—the industry that today has placed as 


much as 900 pounds of steel in the representative household. 





T IS in the enormous blast furnaces that the raw materials meet. 

Chemical reactions in the blast furnaces permit the coke to combine 
with and remove the oxygen of the ore. The molten limestone combines 
with the earthy matter of the ore. This turns fluid and separates as 
scum or slag, leaving molten iron. 

Blast furnaces are nothing more than huge steel shells lined with heat 
Into their tops raw materials are dumped. The steel- 
framed structure in the foreground is a movable ore-bridge whose 
buckets move the ore from the stock piles to the furnaces. 


resisting brick. 





1 hee next step is the charging of open hearth furnaces with molten 
iron as shown in the photograph above. 

In refining, excess impurities are removed from the pig iron. 

More than 90 per cent of the nation’s steel is made in open hearth 
furnaces—rectangular, brick structures not unlike kitchen ovens, but 
built to operate at 3,000 degrees Fahrenheit rather than at 550 degrees, 
which is about the maximum for household ovens. They are called 
“open hearths” because the hearth or floor of the furnace is open to the 
sweep of the flames which melt the metal. 





— steel industry has a saying that all steel begins in the ingot. 
Almost every steel product sold by the industry was at one time 
part of an ingot—the first solid form which steel takes. 
The operation of casting molten steel in ingots is called “teeming.” 
Ladles used for teeming are built to pour from the bottom in order 
that the slag floating on top of the steel will not enter the mold. Records 
are kept of each heat so that it is possible to tell at any time from which 


furnace the steel in a particular ingot came. 


Photos by John P. Mudd, A. R. P. S., for American Iron and Steel Institute 





TEEL does not exist “free” in Nature. It is the result of a long and 
“ costly process in which iron, coal, limestone and coke are used. 
One of the first steps in the making of steel is the production of coke. 
Coke is coal that has been baked in ovens to drive off volatile constitu- 
ents. One ton of coal coked in by-product ovens will yield twelve 
gallons of tar; 27 pounds of ammonium sulphate; 11,000 cubic feet of 


gas; about three gallons of benzol. 
The photograph above shows coke being dumped from the oven into 
Streams of water then cool the incandescent mass. 


a hopper car. 





QX* large modern blast furnace can produce as much as 1,000 tons of 
pig iron in 24 hours. 
Pig iron as it comes from the blast furnace has little value other than 
raw material for steel or cast iron, largely because of its impurities. 
If the pig iron is to be used for steel-making, it runs down a trench 
and into great ladles, then being hauled in the molten state to the steel 
In the photograph above, the iron coming from the base of 


The 


department. 
the furnace, at the right, flows off towards the left into a ladle. 
ladle carries it to a huge cauldron which keeps the iron molten. 





‘TEEL made in open hearth furnaces consist of pig iron and steel 


N : : ae 
scrap, or any combination of both. 


A frequently used ratio is 55 
per cent scrap and 45 per cent pig iron. 

Once in 
the hearth limestone melts and forms a slag which floats on top of the 


molten metal in the furnace. 


Limestone used in steel making is called “the scavenger.” 


It removes impurities left in the pig iron. 
About 71% per cent of steel made today is produced by the Bessemer 
process; about 1% per cent is made in electric furnaces, the rest comes 
from the “open hearths.” 





AS SOON as the steel in the ingot molds has solidified sufficiently, the 
r molds are stripped off by powerful machines. 

Before the ingot can be rolled it is “soaked” in heat. 

Rolling the hot steel (above) brings the metal to the close of its long 
journey from natural deposits to man-made usefulness. It is at that 
point desired shapes send steel into the homes, into transportation, into 
the farms, into construction, into industry, into a thousand and one 
different channels of use. 


Derek Fox. 

















| Do you 
know 
thaft- 


Strikes, wages. Whisky for France. 
Court ‘holiday.’ Florida ship canal. 
Blue Eagle’s ‘ghost.’ 


HERE is nothing new in intervention by the Fed- 
eral Government in disputes over attempts of 

the workers to organize themselves. In 1888, Con- 
gress first passed legislation to improve labor’s re- 
lations on railroads. For 40 years the origina] law 
underwent readjustments until it reacned the pres- 
ent form administered by the Nationa! Mediation 
Board. 
* 


x * 





URING the four postwar years, the National 

Labor Relations Board found more than half 
of all strikes were called to obtain better wages 
and hours and less than one-quarier involved 
workers’ attempts to enforce their rights to organ- 
ize. Today, the NLRB reports nearly half of all 
strikes are to uphold organization rights, while 
strikes for better wages and hours have decreased 
to not much more than one-third of the total. 


x &* * 


gm Labor Relations Aci does not apply to 

State or Federal Governments as employers. 

There has, however, been recommended the crea- 

tion of a permanent tribunal before wnich Federal 

Government employes could bring labor grievances. 
x * 


Eto STATES Government has sent routine 
notices to 12 defaulting European nations that 
$1,520,159,863 in current and unpaid installments 
resulting from World War loans will be due on 
June 15. 

x * * 


 igpormcaggereed of the Treasury Morgenthau held a 
press conference at 8:45 a.m. E.S.T. last week 
supposedly so that what he might have to say about 
the Treasury’s June financing could be flashed on 
the news ticker before the Stock Exchange in New 
York opened at 9 a.m. E.S.T. (10 a.m. daylight sav- 
ing time). 
x * * 


- State Department has completed arrange- 
ments for the export of 25,000 gallons of 
American whiskies and gins to France. An excep- 
tion to a general French prohibition on imports of 
foreign distilled spirits, the liquor permit runs from 
June 1 through December 31, 1937, and is presum- 
ably destined for the benefit of Americans who pre- 
fer American brands during their visit to the In- 
ternational Exposition at Paris. 


x * * 


A LL members of the Supreme Court plan to be 
‘4% away from Washington for the greater part of 
the hot-weather season but they will keep in touch 


with new cases by having briefs mailed to them. 
. 2 © 


A TTORNEY General Homer Cummings is the le- 
f gal guardian of triplets born in the Federal 
Women’s Prison at Alderson, W. Va. The triplets 
were the first multiple birth in a Federal penal in- 
stitution. 

x*e 


‘IX members of the Congress committee which 

voted to report favorably the continuation of the 
Florida Ship Canal reserved the right to oppose the 
measure when it reached the floor. The commit- 
tee vote was 12-5 in favor of the project. 


x * * 


ag Labor Committee estimates that strikes 
cost the United States one billion dollars every 
year. During 1933 and 1934 more than 32,000,000 
working days were lost because of labor contro- 
versies. Some 600,000 weekly pay envelopes were 
never handed out to families on strike. 


x * * 


WATERMELON to fit the average refrigerator is 
something which the United States Depart- 
ment of Agriculture hopes to develop in its new 
vegetable breeding laboratory near Charleston, S. C. 


x «et 


66g. HOST of the Blue Eagle” will walk again if the 
new wage and hour bili is enacted. The 
measure provides for labels on products coming 
within the scope of the administrative board's ac- 
tivities. 
“a = 


REAT majority of industries will not be affected 

y by the proposed wage and hour bill, since 

they already have standards as high as, if not 

higher than, those projected by the measure. It 

is against the low-wage industries and “chisellers” 
that the proposal will drive. 
. = 2 


TOTWITHSTANDING the joint hearings being 
i held by the Senate and House Committees on 
the wage and hour bill, each committee will tuin 
in a separate report on the Senate and House floors. 


x * *® 


NE hundred and twenty days must elapse after 
passage of the wage and hour bill before the 
board which will administer its provisions can make 
any orders affecting labor standards, although the 
bill itself will go into operation immediately after 
enactment by Congress. 


Ss FF 


HE first child of English parentage born in 

America will be honored with a commemorative 
postage stamp. Postmaster General Farley has an- 
nounced the issuance on August 18, 1937, of a five 
cent stamp in honor of Virginia Dare. 
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lide of World Attarvs: ROMANCE, WAR CLOUDS, CABINET CRISES 


Wesrsarana « IO 


The Windsor wedding. Ger- 
many’s revenge. England's 
tax problem. Army versus 
people in Japan. 


OT the gravest war-scare in more 
-% than twenty years; or a cabinet 
crisis iri London; or a Japanese Pre- 
mier being forced to bow to the will 
of the people; or the discovery of 
oil in Cuba, could keep a world from 
letting its fancy roam about a tur- 
reted chateau in Monts, France 

For on the day of June 3, Edward, 
Duke of Windsor. took American- 
born Mrs. Wallis Warfield. to be the 
Duchess of Windsor, in the flower- 
banked chateau. And the public 
that nad watched the vudding ro- 
mance of the couple, witnessed the 
painful abdication crisis and beheld 
the young king going into voluntary 
exile from country, family and 
church, saw at long last the con- 
summation of 41s dream 


CULMINATION OF A ROMANCE 
Even in the ultimate defeat of an 
effort to prevent the marriage of the 
one-time head of the royal family 
to the American commoner in ques- 
tion, the British government and 
the Church of England maintained 
a sullen disregard of the occasion. 
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Planning for urban growth. 
Regulating “used-car” busi- 
ness. The “trailer town” of 
the future. 


/ HILE Federal officials were whip- 
ping into shape a national 
planning program for Congress’ 
consideration, city, county, State, 
regional and national planners were 
conferring during the week in De- 
troit in the first conference of its 
scope ever held. 

Planning, from the city 
the national region, was examined 
in all of its aspects. Long-term pro- 
grams based on social, economic and 
geographical characteristics were 
considered. 

One of the principal subjects of 
consideration was the revision of 
city zoning ordinances in light of 
predictions of a boom in urban real 
estate. Some 1,200 cities in the 
United States have adopted zoning 
to control building, land use and 
population density. Revisions in 
many zoning laws are necessary, In 
the opinion of some of the planners, 
because cities are frequently ‘“over- 
zoned.” For example, they may 
have provided for a greater popula- 
tion growth than now is considered 
likely; or too much land may have 
been zoned for residential use; or 
property values may have been 
“frozen” at levels higher than the 
probable future earnings seem to 
warrant. 

Since the American city of to- 
morrow will be an automotive city, 
Dr. Miler McClintock, head of the 
bureau for street traffic research of 
Harvard University, told the con- 
ferees that present city traffic sys- 
tems should be scrapped. Useless 
street and highway methods must 
be discarded, he said, so that traf- 
fic can move “swiftly, unimpeded 
and safely.” It was estimated that 
such a step would cost 57 billion 
dollars, but would pay for itself in 
43 years. 

Closer connection between city 
planning and the city hall was ad- 
vocated by Albert Lepawsky, assist- 
ant, director of the Public Adminis- 
tration Clearing House. 

“Questions of the city’s physical 
plan, of its population and industry, 
its business and transportation, its 
health, education, crime and recrea- 
tion are ultimately translated into 
social policy and administrative ac- 
tion.” Mr. Lepawsky declared. “Con- 
sequently, a city plan cannot be iso- 
lated from the machinery which the 
city has available to carry out its 
plan—that is, from its governmental 
powers, its administrative organiza- 
tion and its public personnel.” 

The assembly in Detroit was the 
first occasion on which the follow- 
ing organizations met in a joint 
conference: the American City 
Planning Institute, the American 
Planning and Civic Association, the 
American Society of Planning Of- 
ficials and the National Economic 
and Social Planning Association. 

x * tk 

TATES are gradually coming to 

the conclusion that the used-car 
buyer needs some official protection 
from the dishonest dealer 

In the legislative season 
about over, nine legislatures en- 
acted laws to provide such safe- 
guards. Under them, the dealer in 
used-cars must register with the 
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They prevented official recognition + less take any further part 


of the marriage, forbade any mem- 
ber of the royal family to attend, 
and denied Edward’s request that his 
wife be known as Her Royal High- 
ness. But withal, they could not 
prevent a lowly “workingman’s 
vicar” who “consulted only his con- 
science” from performing the relig- 
ious ceremony, or certain sections 
of the British press and public 
from extending good wishes to the 
couple 


WAR CLOUDS 

And so, with the Windsors en- 
sconsed in an Austrian castle on their 
honeymoon, the public turned back 
to the ominous war clouds that had 
threatened a few days earlier to 
break in a terrific storm over 
Europe 

Over the Memorial Day weekend 
Secretary of State Hull had been 
hastily summoned back to Washing- 
ton from a short vacation. Those 
who were following the cables in the 
State Department read that Spanish 
loyalist planes bombed the Nazi 
pocket-battleship Deutschland, kill- 
ing 25 Germans. 

Jealous of its growing power, the 
Reich ordered its warships im- 
mediately to show that it could not 
be tampered with, by raking with 
shell-fire the loyalist city of Almeria. 
Then it sharply informed the non- 
intervention committee in London 
that it could no longer participate 
in deliberations of that body, much 


+ 
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Th. City Planning as Guide 
The States: To the “Building Boom” 


lest the 


In the Legislatures: 


EGISLATIVE highlights in the 
State Capitols: 

CaALIForNIA.—Senate completed 
legislative action on bail bond 
brokers’ regulations. 

CONNECTICUT.—House 
red with Senate on 
bill 

FLoripa.—House defeated Sen- 
ate-approved bill allowing only 
State attorneys and county solic- 
itors to maintain suits in the 
courts for abatement of nui- 
sances. 

PENNSYLVANIA.—-Senate passed 
House-approved utility regula- 
tion bill and sent it back for 
concurrence in amendments. Al- 
sO approved reapportionment 
measure. 


concur- 
fair trade 


State and furnish bond to cover any 
loss to the purchasers from fraudu- 
lent claims as to title, guarantee him 
freedom from liens, and assure the 
quality, condition and value of the 
vehicle. 

Florida was the first State to take 
this step. It passed such a law in 
1935. Similar laws have been passed 
this year in: Alabama, Arizona, IIli- 
nois, Michigan, New Mexico, North 
Dakota, North Carolina, Oregon and 
Utah. 

Recently, the Secretary of State of 
Michigan, revealed the need for 
“consumer-protection” when he dis- 
closed that there were used-car 
dealers in the State, selling as new, 
cars that had been stolen or dam- 
aged and returned to Detroit fac- 
tories. 

x * 

JHAT will “trailer-town” 

future look like? 

The American Municipal Associa- 
tion is authority for the statement 
that if the home on wheels becomes 
a popular form of permanent hous- 
ing, American cities may have to 
change their traditional building, 
health and other municipal regula- 
tions, or devise special regulations 
for the trailers. 

If these “highway schooners” con- 
tinue to expand their vogue as per- 
manent dwellings, the Association 
envisions any or all of the follow- 
ing types of communuities develop- 
ing: 

Privately-operated camps for pri- 
vately-operated trailers, comparable 
to cooperative apartment houses in 
which persons buy rather than rent 
their apartments and are supplied 
with utilities and other services by 
the apartment operator who is an- 
swerable to the city for the general 
conduct and living conditions of his 
tenants. 

Privately-operated camps for cor- 
poration-owned “to rent” trailers, 
Similar to the low-rent apartment 
houses or tenements. The camp op- 
erator would buy the land, install 
the needed utility facilities, and then 
acquire a number of trailers “to let.” 

Municipally-operated camps for 
privately-owned trailers. In addi- 
tion to having the advantage, as far 
as the city is concerned, of bringing 
in revenue, the authorities would be 
able directly to control the living 
conditions in the trailer community. 

Munitipally-operated camps for 
corporation-owned “to rent” trail- 
ers. This form is considered only a 
“remote possibility.” 


of the 


trolling Spain to keep out bootleg 
war aid, until some provisions were 
made to protect the international 
patrol from the air. 


ITALY SEES WAY OUT 

Satellite Italy, seeing a chance to 
Slide out from under some obliga- 
tions relative to withholding aid 
from General Franco that have 
proven rather irksome, informed 
those concerned that it could no 
longer participate in the non-in- 
tervention activities. Furthermore, 
it declared that it was ready to see 
that Russian ships did not get into 
Spanish waters with aid for the 
Valencia government forces. 

All of which threw Europe into 
such a state of tension that more 
than a civil war looked to be closer 
than just around the corner. 

Quietly, calmly, Secretary Hull 
summoned German Ambassador 
Dieckhoff and Spanish Ambassador 
de los Rios separately to his pres- 
ence. Quietly he explained to them 
that this Government hoped that 
everything would be done to prevent 
the incident from spreading into an 
international conflagration. 

Calmly he counseled the President 
against any aggravation of the sit- 
uation by extending the American 
neutrality trade restrictions to Ger- 
many and Italy. This despite strong 


in pa- pressure to 





tol Hill 


EUROPE’S PEACE EFFORTS 

While oil was being poured on the 
troubled waters from this distance, 
pacific forces in Europe were not 
idle. London kept in close touch 
with Paris while trying to cool Ger- 
man, Italian and Spanish tempers. 
Out of the process came a three- 
point plan which Great Britain sub- 
mitted to the two Fascist powers de- 
signed to bring them back into the 
non-intervention fold. This pro- 
gram has the following provisions: 

That zones be marked out in Span- 
ish waters where neutral ships 
may find complete safety; 

That both rebel and loyalist jead- 
ers be asked to guarantee protec- 
tion for warships of the patrolling 
powers; 

That if warship in the patrol 
should be attacked, Great Britain, 
France, Italy and Germany immedi- 
ately confer on a common course of 
action, rather than one of them tak- 
ing the law into its own hands. 


DEATH OF GENERAL MOLA 
At least, time which is of the es- 
sence of all things in preventing 
war, again seems to be working 
against the precipitate machina- 
tions of Mars 
And, fate, too, 


may have some- 


the contrary from Capi- + 





thing to do with it 
For just now when General Franco 
has been leaning heavily on _ his 
northern army to sweep tne Basque 
territory into controi, ace 
leader, General Mola, crashed to his 
death in an airplane. How great 
a blow to the insurgents is the 
death of this strategist remains to 
be seen. But the sooner the Span- 
ish war is over, the sooner will dis 
appear the chances for an interna- 
tional war beginning in that quarter 
of Europe. 


A MOSCOW GESTURE 

Meanwhile in Moscow there was a 
sympathetic gesture toward the 
Struggling Spanish loyalists. The 
Third Communist International end- 
ed a long-standing quarrel with the 
Second Socialist International with 
the proposal that a united front be 
formed for “action against German 
and Italian intervention in Spain”. 

The Soviets cabled their political 
colleagues in Valencia: 

“We are doing everything in our 
power to bring the international 
proletariat together in the necessary 
uniformity for the defense of the 
Spanish people from Fascist bar- 
barians and for the protection of 
international peace.” 
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| BRITISH TAX MODIFIED 


Britain’s new Prime Minister, Ne- 


Who knows? 


ville Chamberlain 
weddings and wars t mtend with 
When he went the House of 
Commons 
found that 
cally to undo ; 
had done in h 
Chancellor of 
In other 
head of 
found it w 
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usiness into 
take care of 
the big arms prog wonld have to 
be modified me extent. The 
Prime Minister announced that he 
had in mind ? ’ corporate 
profits levy th be so dif- 
ficult to admii vet would 
yield the desire< 

Nor was Neville (¢ 
only Prime 
the week. After 
ly flouting » will of the 
pressed at 
itarist General 
the Mikado and presented the resig- 
nation of his cabinet He had 
scarcely begun his the polit- 
ical parties who him and 
whom he opposed 
Called to the helm was Prince 
Fumimaro who announced 
that his purpose would be “to liq- 
uidate all rivalries between the 
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more than ¢# various forces at home and. in con- 


y with the spirit of national 

, to form a cabinet composed of 

men of ability irrespective of 

Whether they are party politicians 
or Officials.” 

Instead of requiring, as did Hay- 

i members of his Cab- 

resign party affiliations, 

he eanounced that they could keep 

them but would not be representa- 

tives of those groups in the Min- 


istry 


that all 


their 


~* * 
Cuba has a new attraction for 
Americans. The introduction of a bill 
into the Island's Senate to national- 
ize oi] production has revealed the 
fact that petroleum reserves have 
been found beneath the palms. 
P. A. FREDERICK. 
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PROGRESS calling for close to a hundred million dollars—set aside for 
plant modernization and new tools, dies and machinery — distinguishes 
the new General Motors cars offered for 1937. Each of these cars has 


its own individuality — but all are strikingly representative of General 
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Remember how 
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tested the Cake 
with a broom- 
straw? 
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A New Deal Survey 
Of Business Situation 


A report on state of trade. Labor and 
taxes the big topics. Higher prices 
resisted. 


N THE recent flurry of official excitement over a 
I budding boom, and at the time when Govern- 
ment bonds were under pressure, an observer was 
sent by the Administration to sound the temper of 
business men and bankers. 

his observer now is back with his story, after 
soundings in about every important State. 

What most impressed him was the evidence of 
prosperity on nearly every hand. He found busi- 
ness men and farmers both making money and 
both expressing confidence in the outlook. Even 
bankers admitted that things were looking up in 
their line 

Inflation talk has died down. There appeared to 
particular worry about Government credit 
those interested in Government bonds. 


be no 
among 


LABOR THE MAIN TOPIC 

The most absorbing topic of conversation in busi- 
ness and banking circles from one end of the Jand 
to the other was labor. John L. Lewis and his CIO, 
with problems of labor relations in each com- 
munity, were a constant source of discussion. Lo- 
cal strikes, getting little attention outside of the 
particular community affected, were bringing home 
the new militancy on the part of workers and em- 
ployers were wondering where it all would end. 

So far as the observer could learn, the country 
was relatively unexcited about the clash between 
the Supreme Court and the President. He found 
that next to labor, the most interest centered on 
the Federal surtax on the undistributed portion of 
corporation profits. His inquiries bore out the con- 
clusions of other officials that this tax is putting 
a severe burden on the medium-sized corporations 
of the country. The smallest corporations can pay 
out to their few stockholders and get back money 
needed in the business. The largest have banking 
and stock market connections. 


CORPORATION TAX BURDEN 

But for the mass of corporations with scattered 
stockholders but w'thout access to capital markets, 
the tax is proving to be a burden. A tendency exists 
to pay out nearly all earnings, expecting that bank 
borrowing will supply needed cash when more capi- 
tal is required. The catch is proving to be that 
bankers are reluctant to loan to enterprises that are 
not building up reserves to retire their indebtednss. 

There was some evidence that higher prices are 
causing trade to slow at scattered points. Price 
advances in building materials and building labor 
were found definitely to be slowing down a ten- 
dency toward a building boom. The rate of con- 
struction activity is lower than expected. 

All in all the searching among the rank and file 
of American business men gave the impression of 
relative stability with widespread confidence that 
things are going to get better. 


FARMING PICTURE LOOKS GOOD 


This conclusion is borne out by other reports 
to the Government departments that keep tab on 
the general business situation. 

Good rains this past week over dry parts of the 
wheat belt added to the prospect of a large crop— 
about 850,000,000 bushels, likely to return about $1,- 
000,000,000 to American farmers. 

The whole farming picture looks good to the ex- 
perts who think that agriculture will give the coun- 
try an economic lift in the fall. 

At the moment, however, the tendency still is to- 
ward some slackening of activity. 

Automobile sales are slowing at retail. Steel 
production is down, due to strikes, and is aggravat- 
ing an already congested supply and demand situa- 
tion. That industry had been behind on orders even 
before an important segment was closed. There are 
signs, too, that higher retail prices are meeting re- 
sistance from the bulk of the population that has 
not yet shared in the wage raises. 
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Imports Top the Exports 


still “unfavorable.” 
gold continues to 


Trade balance 
Inflow of 
increase. 





HIS country’s foreign trade is holding around 

the highest levels since 1930. Figures for April 
disclose a larger than seasonal gain in exports, 
but with some decline in imports of goods for con- 
sumption. 

Foreigners are continuing to sell a larger total 
value of goods in this market than Americans are 
Selling in foreign markets, Exports in April totaled 
$269,161,000, while imports amounted to $287,242 ,000, 
a difference of $18,081,000. For the year up to May 
1 this “unfavorable” trade balance amounted to 
$132,052,000 

These figures do not include imports and exports 
of gold and silver. 


THE INFLUX OF GOLD 

The flow of gold into this country is undiminished 
and during April amounted to $215,825,000. against 
$154,371,000 in March and $28,106,000 in April, 1936. 
That situation points to this Government’s prin- 
cipal present problem and one on which action can- 
not Jong be delayed in the opinion of the special- 
ists. The United States is being inundated by an 
avalanche of metal, each ounce of which is being 
exchanged for $35. 

Aside from imports and exports of gold and silver, 
the total value of sales of American products abroad 
was 40 per cent larger than in April last year and 
imports of foreign goods were 42 per cent larger. 
Part of this increase is due to higher commodity 
prices, but an important part represents larger 
volume of sales. 








Whe Wand Gf elnanean 


TITLE REG. APPLD. FOR 











William P. Connery, Jr., (left) Chairman of the 
House Labor Committee, and Senator Hugo L. Black, 
Chairman of the Senate Labor Committee, at the 
opening of the hearing on the wage and hour bill 
they are sponsoring in their legislative chambers. 


A 


FIRST WORDS IN THE HEARING ON WAGE AND HOUR LEGISLATION 


Robert H. Jackson, Assistant At- 
torney General, the first witness 
before the committee, endorsed 
the wage and ‘hour bill as a “real 
aid to labor”. 


~-Underwood & Underwood 


Interested spectators at the hearing were Senators 
Robert M. 
Borah, 
of the views presented by the vanguard of wit- 
nesses testifying before the joint committee. 


La Follette (left) and William E. 
They are shown in an informal digcussion 





WAGE AND HOUR BILL—DIFFERENCES FROM 
NRA—LESSONS LEARNED FROM EXPERIENCE 
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No new NRA. Breaking ties with the 
past. New approach to wage and 
hour control. 





ad there is one thing that President Roosevelt 
wants to impress upon the minds of Ameri- 
can business men just now it is this: 

A new venture into Government regulation 
of wages and hours in industry will not repre- 
sent revival of NRA, or of NRA methods. 

Robert H. Jackson, Assistant Attorney Gen- 
eral, co-author of the Black-Connery bill for 
hour and wage regulation and spokesmen for 
the President before a joint committee of Con- 
gress, spoke with emphasis when he said: 

“This bill does not plunge the nation head- 
long into a rigid and widespread policy of regu- 
lating hours and wages. It permits the building 


- up of a body of experience and prevents the ex- 


tension of regulation faster than capacity prop- 
erly to administer is acquired.” 

The White House is increasingly touchy on 
the subject of NRA when discussion concerns 
the proposed Labor Standards Act of 1937. Two 
impressions grow from the attitude shown both 
among the President’s advisers and in Congress. 

One is that there is an absence of the crusad- 
ing zeal that characterized the NRA venture. 
Officials insist that they are moving this time 
with their eyes open. 

The other is that Congress is inclined to be 
a bit cool toward the whole idea of wage and 
hour regulation, The prevailing mood is criti- 
cal rather than cooperative, suggesting that 
whatever plan comes from the legislative mill 
will differ materially from that now proposed. 


Three funds of experi- 
ence are being drawn 
upon by the President’s 
advisers as they move 
established labor 


THREE KINDS 
OF EXPERIENCE 
DRAWN UPON 


again toward government 
standards. 

First is the NRA experience; second the ex- 
perience under the Walsh-Healey Act during the 
past year; and third the experience of Great 
Britain with her trade boards which have set 
minimum wages in sweated industries for the 
past 18 years, 

And what did NRA show? 

Above all else, according to those guiding the 
new plan, that experience showed the dangers 
in an emotional approach to wage and hour con- 
Then, too, it showed the economic dan- 
gers that go with any unregulated attempt to 
give industry the right to raise prices and to 
control output in return for voluntary wage in- 
creases granted to workers. The Brookings In- 
stitution concluded from its study of code op- 
erations that the NRA experience actually re- 
duced the real income of workers. 

Further: The NRA experience did supply 
the government with information concerning 
the wage and work week pattern of the coun- 
try. Two-thirds of all the codes contained wage 
differentials between the North and the South, 


trols, 


+ between small towns and large cities, and be- 








tween men and women. The principle of dif- 
ferentials is almost certain to go into any bill 
accepted by Congress, Also, 85 per cent of all 
NRA codes set a base work week of 40 hours 
and nearly all codes established minimum wages 
of 30 to 40 cents an hour. 


Those facts are guiding 


ADMINISTERING the planners who are giv- 
ing advice about new con- 


WALSH-HEALEY ACT trois, But even more per- 
tinent information is being gleaned from the op- 
eration of the Walsh-Healey Act. And what 
does that show? 

It shows, primarily, the intricate array of dif- 
ficulties that arise when the Government starts 
to move into the field of minimum wage control. 
Under this Act Congress has laid down a policy 
of doing business only with firms maintaining 
a base 40-hour week, employing no children 
under 16 and accepting Government-set stand- 
ards of minimum wages. 

Some difficulty was had with enforcement of 
the 40-hour week rule, but that gradually has 
been straightened out. All sorts of difficulties 
have attended the attempt to set minimum 
wages. Although the Act has been in force 
for more than 11 months, just one industry— 
the men’s work garment industry—employing 
about 80,000 workers, has had minimum wages 
prescribed. 


LESSONS FROM 


That deliberate proced- 
ure is planned by the Ad- 
ministration for the new 
wage and hour law, if 


DIFFICULTIES 
IN ENFORCING 
WAGE PROVISIONS 


it gets on the statute books. 

The Walsh-Healey experience is said to re- 
veal that low wages in this country are not 
purely a sectional problem, nor are they con- 
fined to particular industries. It also has re- 
vealed that organized labor is prepared to insist 
that if there is to be a minimum wage base, then 
additional bases should be established above the 


Business Barometers 


| paemarenemane commodity prices re- 

mained unchanged in the weck 
ended May 29 at 87.4 per cent of the 
1926 average. 

Steel production dropped to 78 per 
cent of capacity in the week ended May 
29 as contrasted to 91 per cent of ca- 
pacity before the strike in independent 
establishments. 

Automobile production totaled 134,- 
940 units in the week of ‘May 30 as 
against 131,306 in the previous week and 
108,346 one year ago. 

New York department sales were 5 
per cent larger in dollar volume in the 
week ended June 2 as compared with 
one year ago. Boston’s gain was 4 per 
cent. Chicago trade held about even, 
but Philadelphia, Cleveland and Atlanta 
reported large gains. 
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minimum to protect skilled workers against any 
tendency to bring all wages nearer together. 

Again, enforcement of the single wage order 
affecting a relatively few thousand workers is 
proving to be a problem that is being met only 
with cooperation of state labor departments, 
Trouble in the enforcement field under the 
Walsh-Healey Act is but the merest hint of dif- 
ficulties that would attend enforcement of min- 
imum wages for all industries. 


What, then, of 
British experience. 
BE LEARNED In England, since 1909, 
FROM ENGLAND when the Trade Boards 
Act was passed, the government has undertaken 
to put a floor under wages in industries where 
those wages are “exceptionally low.” 

This procedure calls for separate boards for 
each affected industry, with membership on the 
Boards made up of representatives of employ- 
ers, of workers and of the public. Minimum 
wages are established as a result of bargaining 
with the government representatives holding the 
deciding vote. 

Trade Boards now are functioning in indus- 
tries covering about 3,000,000 out of 12,000,000 
industrial workers in Britain. A large propor- 
tion of the other workers are represented by 
unions. Decisions affecting the unorganized 
workers in the low paid industries are enforced 
by the government. Depression experience is 
said to have revealed that the base wages thus 
established and enforced have been maintained. 

The attitude of President Roosevelt and his 
advisers is that the venture now proposed to 
Congress is not one that needs to be undertaken 
in a hurry. 


WHAT MAY the 


Their expressed intention is to use the 
power that they may get only after careful in- 
vestigation, and then with discretion. 

But, if that is the case, why the need for 
Congress action at this time. 

The answer given by the officials involved is 
that evidence is increasing of attempts by some 
States to hold out the bait of low wages to at- 
tract industries from other States. There are 
stories of wages as low as 10 cents an hour for 
workers in some areas, while workers in other 
areas, doing the same sort of work, are paid from 
50 to 60 cents an hour. 


Furthermore, the wave 


SEEKING TO Aer: 

of organization now un- 
AVOID WAGE der way in this country is 
DISCREPANCIES 


being followed by wage 
advances for groups of employes and then by 
price rises to take care of those wage advances. 
But the bulk of American industry still is un- 
organized, with fewer wage advances for these 
unorganized. They are being pinched by the 
higher prices. 

Great Britain found long ago that wide wage 
disparities develop in an industry part organ- 
ized, and part unorganized. In that country 
government power was used to narrow that dis- 
parity. Mr. Roosevelt looks upon his present 
venture as an extension of the plan followed in 
England for nearly 18 years, 

OweEN Scotrr 
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Labor's Latest Idea: 
Reducing the Rent 


On fixing rates and prices. New 
power of workers causes wide- 
spread perplexities. 


Mo" head-scratching and brow-wrinkling is be- 
ing done by the heavy official :ninkers here 
over the turn being given by organized workers to 
their new-found power. 

Mr. Roosevelt has favored and Congress provided 
the machinery to promote the mass organization 
of industrial labor. The assumption was that 
through organization the workers could gain for 
themselves a larger proportion of the earnings of 
industry. 

But now, out in Michigan, automobile workers 
who have gained recognition and higher wages are 
turning their energies toward control of the rents 
they pay. They are using their union organiza- 
tion to tell property owners the maximum rents 
allowable with insistence that monthly rent cannot 
be more than 1 per cent of the assessed value of the 
property. A $3,000 house might bring a maximum 
$30 monthly rental. A rent strike is being used to 
put over the idea. A court eviction order against 
one striker shows that property owners still retain 
rights. 


GAS STATION UNION 


That is one variation. Another is appearing in 
Ohio. When State governments imposed special 
punitive taxes on chain stores, the big oil com- 
panies, to avoid the penalties, leased most of their 
Stations to the men who formerly had operated 
them as employes of the company. These men, in 
effect, became the owners. 

But in Cleveland, according to word reaching 
Washington, the men who have leased the stations 
are organized into labor union rather than an em- 
ployers’ association. 

This union of station operators raised the pay of 
the station helpers and then, to cover the added 
cost, raised the price of gasoline half a cent a gal- 
lon. Thus, in theory, labor raised its own wages 
and then ordered a rise in prices to consumers. 


“REVOLUTION” IN INDUSTRY 


Implications of these two developments are re- 
garded by Labor Department officials here as far- 
reaching. 

They feel that the workers of this country are 
only beginning now to feel the power that might 
be theirs through organization and cooperative 
action. Already, as renters they are experimenting 
with the idea of dictating rents, and, as something 
akin to employers they are experimenting with the 
idea of raising wages of their fellow employes, 
raising profits for themselves and seeking to pass 
on the bill to the general public. 

In this last instance, the big oil company that 
leases its stations to former employes, held out 
against any increase in the price charged at the 
Stations still owned and operated by it. The union 
of its lease holders set about picketing against the 
company from which they rent. 

This all gets very complicated. But it is accepted 
here as part of the “revolution” thtough which 
American industry is going. 

The official expectation is that American work- 
ingmen can be expected to display their ingenuity 
in figuring out ways to utilize the powers that they 
are gaining. The big question is whether or not 
they will abuse those added powers. 


A CHANGE IN MORALE 


One Government official who is engaged in try- 
ing to apply Government regulation to the field of 
labor relations in industry explained this past week 
that he nofed an increased tendency on the part 
of workers to turn to Government to solve their 
problems. 

He wondered whether—once the principle of min- 
imum wages gets established—workers will seek to 
use their political power to seek higher wages by 
act of Congress rather than through the more dif- 
ficult process of collective bargaining. 
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The Commerce Clause 


Dictum of Justice Holmes. Formulas 
for new legislation. States rights. 


I‘ SEEKING to build new business controls, new 
farm controls and new economic controls of 
various kinds, President Roosevelt's legal advisers 
have been seeking a definition of interstate com- 
merce that they could sell to the Supreme Court. 

Until recently they had little success. Now these 
advisers think that they have the formula 
all worked out by the late Justice Oliver Wendell 
Holmes. It is around this formula that wage and 
hour legislation will largely be built. Business men 
will hear much of it in the future. 

Justice Holmes argued that individual States 
could regulate their internal affairs in any way 
they liked. They could sweat their labor or per- 
mit child labor or ignore all standards if the goods 
so produced stayed within their borders. But once 
those products crossed a State. line they no longer 
were within the jurisdiction of the State but came 
into the classification of interstate commerce sub- 
ject to regulation by the national Government. 

The liberal justice, famed for his dissenting opin- 
ions, argued that if there were no Constitution 
there would be tariff walls at State lines. But be- 
cause of the Constitution, he wrote, “instead of be- 
ing encountered by a prohibitive tariff at her 
boundaries the State encounters the public policy 
of the United States which it is for Congress to ex- 
press. The public policy of the United States is 
shaped with a view to the benefit of the nation 
as a whole.” 

Mr. Roosevelt is setting about now to build a new 
New Deal on the basis of this formula of, Federal 
Government power. 
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labor: NEW WEAPONS OF INDUSTRIAL WAR 


“Siege” of Republic Steel. Use 
of mails to fight strikes. 
NLRB asks an injunction. 


| 
S WITH methods of warfare, so 


FA technique in strikes develops 
apace with each important new 
conflict. The present steel strike 


is no exception. 
Despite the strike call, five plants 
of the Republic Steel Company, one 
of the three corporations involved, 
continued to operate as the conflict 
went into second week. Three 
of the plants were in a state of 
siege, food for a while being con- 
veyed there by The un- 
ion also had its opposing aircraft. 


its 


airplanes 


This is the first time in American 
labor that airplanes have 
played such a role. Those working 
in the plants remained there night 
and day, pickets preventing, either 
physicaly or by implied threat, the 
entrance and egress of workers. In 
addition, the airplanes were subject 
to sniping, and when two crashed 
inside the Warren, Ohio, plant, one 
with four bullet holés in it and a 
strut shot in two, their use for the 
purpose was suspended 


A TRADITION OF VIOLENCE 

Sieel strikes have been tradition- 
ally fraught with violence The 
bloody Homestead strike of 1892 had 
its counterpart last week at the 
South Chicago plant of the Republic 
Company, where seven persons were 
killed and about 100 were injured. 

The facts appear to have been as 
follows: 


history 


A large group of union members 
and sympathizers advanced to the 
entrance of the plant. When they 
reached the line in the street set 
by police beyond which advance was 
forbidden, fighting began. Reports 
differed as to who struck the first 
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Sides of the Chicago Strike Riot 


company called it a riot. The union 
called it a massacre, alleging that 
had continued to fire after 
rowd had retreated as much 
as 75 yards 

A coroner’s jury sat immediately 
to investigate the deaths. The furn 
which their inquiry took was to find 
out if these slain were employes or 
“outsiders.” It was established that 
four were employes of the Inland 
Steel Company, a strike-bound cor- 


police 
the c 


“% 





der. They stated that the company 
had invested a million dollars in 
machine guns and munitions, and a 
stockholder, on their advice, began 
a court action against the manage- 
ment for spending money on this 
allegedly illegal purpose. 

Tom M. Girdler, chairman of Re- 
public’s board, declared the charge 
of murder was preposterous. As for 
munitions, he said he knew of no 
steel company which did not stock 
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Underwood & Underwood 


A “BLOW BY BLOW” DESCRIPTION 
Richard Frankensteen (left), ace organizer for the C.I.0., who 
was badly beaten in a riot at the gates of the Ford plant at Dear- 
born, Mich., where he tried to distribute union literature, photo- 
graphed as he related details of the incident to Homer Martin 
(center), president of the United Auto Workers Union and 
John L. Lewis (right), chairman of the Committee for Industrial 
Organization in the latter’s office at Washington. 





blow. 

In less than ten minutes, 26 police 
had been injured with clubs or with 
bolts shot from slings and seven 
strikers killed and about 70 injured 
by police sticks, tear gas, or bullets 
None of the injured poilce was shot, 
although the police asserted that 
ullets had been fired by the union 
forces. 


‘RIOT’ OR ‘MASSACRE?’ 


oO 


poration which has not sought to 
operate its plants, one was a Re- 
public employe, one was employed by 
the Carnegie-Illinois Company, and 
the seventh was a WPA worker and 
a member of the International Work- 
ers’ Alliance, alleged to be affiliated 
with the Communist party. The in- 
jured on the union side were indicted 
for conspiracy against public order. 

CIO officials, calling the affair 


them to protect its property. 

On the strike issue itself both 
sides stood firm. Republic, Inland 
and the Youngstown Sheet and Tube 
Company reiterated their position 
that they would not sign a contract. 
The union would accept nothing less 


than a written contract. 

“This is the sole issue,” declared 
Van A. Bittner, chairman of the 
Steel Organizing Committee. “If 








the workers were employes of the 
United States Steel Corporation o1 


“planned murder,” began to collect 
evidence to support charges of mur- 


The fight passed into history un- 
der two names. The police and the 
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by Mr. GEORGE A. HUGHES, President of Edison General Electric Appliance 
Company, Makers of Hotpoint Appliances. To him, the thanks of a great industry 
and the gratitude of nearly two million women for developing the Electric Range. 





BEFORE 


. ' 
‘One day I was looking over plans for a new sales drive. 
It urged home owners to modernize their kitchens with 
Hotpoint Appliances. As I studied those ad\ ertisements, 


“I asked our Hotpoint Home Planning Department 
for a sketch showing what could be done with new equip- 
ment. I found the price of the job... with ‘Whitehead’ 
Monel* sinks, Monel cabinet tops, enameled steel cabi- 
nets, and anew Hotpoint range... decidedly reasonable. 


they made me realize what the kitchen in my own home 
looked like. And how badly we needed a change. 


& «>-AFTER 

















No theorizer, George A. Hughes, now knows why sales of 
Hotpoint Monel appliances keep on growing so briskly. What of 
you? Do you make any of your products in Monel? And in your 
home, have you a Monel kitchen? Write for “Strength Plus” —a 
concise, fully illustrated book that explains the what, why, how 
of Monel. Bustness letterhead, please. Address Room 1802. The 
International Nickel Company, Inc., 67 Wall St., New York, N. Y. 


“It wasn’t until I had actually lived with it that I fully 
realized why Monel adds so much sales appeal to our 
Hotpoint ranges, dishwasher sinks and electric water 
heaters. From an engineer's viewpoint, of course, I knew 
that Monel was right: rust proof, corrosion resistant, 
tough and strong. I also found that Monel’s attractive- 
ness goes far beyond its evident utility.” 

@MONEL ie « registered trade-mark applied to en alloy 
contsining approximately two-thirds Nickel sed one-third 


This allor is rolled and 
marketed sole!> by International Nickel. 


copper. mined, smelted, refined, 
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+ of 157 other steel plants, they would 
be at work today.” These plan's 
have already signed contracts with 
the union, most of them recognizing 
the union as spokesman for its own 
members and others recognizing it 
as the sole bargaining agency. In 
practice the difference is immate- 
rial at present 
Mr. Bittner offered two plans for 
| settling the strike, in conversations 
with Governor Horner of Illinois. 
One was to permit the Labor Board 
to conduct election. The other 
was to entrust settlement to Presi- 
dent Roosevelt 

The Republic Company refused 
both, saying that, even if an elec- 
tion were held, it would not sign an 
agreement with the majority un- 
ion. Such an agreement, it was 
held, would lead to a closed shop and 
the check-off, two arrangements 
which it was prepared to fight to 
the last ditch 


USE OF MAILS CURBED 

From the company’s standpoint 
there remained the practical matter 
of provisioning the workers in the 
factories still operating. The com- 
pany claimed that about two-fifths 
of its normal force was employed. A 
protest was sent to the Post Office 
Department against alleged enter- 
ference with mail trucks bringing 
food and other supplies to the com- 
pany’s property. 

The Post Office issued two rulings. 
One was that mail would not be de- 
livered at plants when it had usually 
been delivered only to the offices. 
The other was that out-of-the-or- 
dinary mail for the strike-bound 
plants would not be accepted for 
delivery. 

A statement made by a corpora- 
tion spokesman purported to show 
that labor leaders in the strike area 
were dictating to postal authorities 
on what and should not be 
delivered to the plant. In one in- 
the spokesman charged, a 
package of medicine was opened in 
the presence of an assistant post- 
master and two union officials and 
only after officials gave their 
“permission” was the package al- 
lowed to be delivered. 

The statement further declared 
that “A postal inspector was pres- 
ent at the time and he reached an 
understanding with Payne and 
Galloway (‘union officials), accord- 
ing to Bert Flaherty ‘assistant post- 
master, Niles, Ohio), that no ‘irregu- 
lar’ mail would be permitted to go 
into the plant, such as food, cloth- 
ing, newspapers and the like, and 
Mr. Flaherty said: 

“You see we cannot take these 
packages because they (Payne, Gal- 
loway and union pickets) will not al- 
low it.’” 


an 


should 


Stance, 


the 


Three railroads obtained a pre- 
liminary injunction to prevent 
strikers from interfering with rail 
Shipments into and out of the 
plants. Workers on one line, how- 
ever, pledged themselves not to 
handle goods intended for the Re- 


public factory at Warren, Pa 

The union meanwhile was prepar- 
ing to press a complaint against the 
Republic Company before the La- 
bor Board, arguing that the com- 
pany’s refusal to sign an agreement 
is evidence that it is refusing to 
bargain—an unfair labor practice 
forbidden by law. The company’s 
answer is that a written agreement 
is not required under the law. 


BOARD ASKS COURT AID 

The Board undertook a new type 
of action last week, seeking to use 
the weapon of a court injunction 
from which it has suffered in scores 
of cases before the Supreme Court 
upheld its authority over labor re- 
lations in manufacturing industry. 

It applied for an_ injunction 
against Remington Rand, Inc., to 
prevent it from performing unfair 
labor practices. The Board’s coun- 
sel stated that a cease and desist 
order now pending in court against 
the company can not be decided un- 
til next autumn. In the meantime, 
counsel argued, irreparable damage 
is being inflicted by the company in 
failing to rehire workers who had 
been discharged on account of union 
activity. 

Another action of the Board re- 
cently brought it to the verge of the 
controversy between the American 
Federation of Labor and the CIO. 

This was a certification as bar- 
gaining agency granted to a union 
in a plant of the American Cyana- 
mid Company. An A. F. of L. local 
had first applied to be made exclu- 
Sive bargaining agency. Before the 
certification was granted, the local 
reorganized as a CIO union. On 
evidence that it had on its rolls a 
majority of the workers ‘n the plant, 
the Board recognized it as the ac- 
credited agent of the employes. 

Other advantages won by the CIO 
include the decision of the Fur 
Workers’ International Union, with 
38,000 members, to change its affilia- 
tion from the A. F of L. to the CIO 
The CIO issued an internationai 
charter on June 2 to the United 
Office Workers, a large group here- 
tofore almost untouched by organi- 
zation. Other recent cnarters went 
to aircraft workers and utility com- 
pany employes. 


Joun W. TaYLor. 
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“WHAT A 
DIFFERENCES 


JUST A FEW 
DOLLARS MAKE !” 
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WET acquainted with Chesapeake and 

J Ohio—“The Railroad with a Heart’’... 
for shippers as well as travelers! You'll 
find everyone—from president to porter 
—eager to be truly friendly. And you'll 
discover that freight and passenger ser- 
vice accompanied by a smile makes your 
transportation contacts a pleasure. 

Whether you ship a few pounds or 
several carloads—no matter which of 
our passenger trains you travel upon— 


THE GEORGE WASHINGTON - 


you'll receive the same courteous atten- 
tion...encounter the identical willing- 
ness to please. For we're all the kind 
of folks who enjoy making people happy 
and comfortable—that’s why you'll like 
doing business with us! 

Use Chesapeake and Ohio for your 
next shipment—you'll learn why ship- 
pers call us the “On Time” railroad. 
And ride with us soon—you'll Sleep Like 
a Kitten and Arrive Fresh as a Daisy! 


THE SPORTSMAN - THE F. F. V. 


America’s Most Distinguished Fleet of Trains 


CHESAPEAKE 2//éco LINES 
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“The Railroad Ruth aHeart” 
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+ PLEA FOR RESPITE TO BUSINESS, DELAY IN WAGE-HOUR LAWS - 


E relationships between Labor, 
Capital and Government have 
reached a point which requires of all 
concerned that we frankly take 
common counsel together lest each, 
in its own zeals, shall jeopardize, 
if not destroy, our chances for com- 
mon advantage under the Republic. 
We are in the midst of severe in- 
dustrial controversy all over Amer- 
ica, plus a sudden purpose on the 
part of government to add new and 
highly speculative industrial re- 
straints to the existing statute code. 
Some phases of this controversy 
cannot be dismissed as less than 
ominous—particularly whenever and 
wherever the integrity of law hangs 
in the balances. No citizen who in- 
telligently loves his country and its 
institutions can ever compromise 
with this latter challenge, no matter 
who offends. 

Nothing else matters if civil liber- 
ties—whether human rights or legi- 
timate property rights—go by the 
board. But long before we reach 
such a tragic climax, whether pre- 
cipitated thoughtlessly or by design, 
there are some fundamental realities 
which no straight-thinker can 
ignore. 

I want to discuss some of these 
realities with particular reference 
to the proposed new hours and 
wages laws and I want to do it analy- 
tically as an appeal to reason, rather 
than emotionally as an appeal to 
class hatreds which could wreck the 
United States. 

Looking to a secure and prosperous 
industrial future under law and 
order for our country, it will make 
no useful contribution to speak of 
this problem solely in the passions 
engendered by years of what Labor 
condemns as employer-oppression; 
nor to speak in the prejudices which 
attribute nothing but Communism 
to an employe-revolution. 

There has been plenty of mad- 
dening indefensible exploitation 
upon the one hand; and there is 
plenty of evidence of sanguinary 
Communistic activity upon the 
other. But these are minority factors 
in both instances and I prefer, for 
the time being, to reason will all 
concerned on the basis that a devo- 
tion to equity and fair-play—under 
the American system—can still con- 
trol our destiny. 


THE NEED OF THE HOUR 

Our paramonut necessity at this 
hour is enlightened self-interest on 
the part of both Labor and Capital 
—not to say of Government itself— 
to the end that we shall not destroy 
the profitable American productivity 
upon which Labor, Capital and 
Country must rely for progress and 
prosperity. 

It does no one any good to win 
a battle and lose a war. None of us, 
including Labor, can afford what 
were called Pyrrhic victories in olden 
times, named for the triumph over 
the Romans at Asculum which 
moved King Pyrrhus to exclaim:— 
‘Another such victory and we are 
lost.” 

Enlightened self-interest calls up- 
on Capital to accept the true spirit 
of collective bargaining, free from 
all coercion, and fair labor prac- 
tice as written into law and morals. 

Enlightened self-interest calls up- 
on Labor to use its new-found | 
power with an eye to the main- | 
tenance of profitable industry lest 
its reservoir of contemplated bene- 
fits dries up. 

Enlightened 


self-interest 
upon Government to enforce all 
laws, without fear or favor; and 
upon citizens to obey all laws, lest 
there be no stabilized society in 
which to enjoy the fruits of a more 
equitable economy. 

Enlightened self-interest also calls 
upon Government not to force the 
process of industrial regulation by 
Statute any faster than successful 
industrial management can assimi- 
late. Successful industrial manage- 
ment is not a matter of statutes. It 
cannot be ordered by law. It is de- 
pendent upon human initiative and 
courage and vision and upon legiti- 
mate opportunity and legitimate re- 
wards. It cannot be unionized. It 
is the human element which dis- 
tinguishes America from both Fas- 
cism, on the one hand, and Com- 
munism, on the other. If it be dis- 
couraged or destroyed, there is noth- 
ing under the American system to | 
take its place. 

WHY IMPERIL JOBS? 

In the midst of these controver- 
sies and uncertainties, I am particu- 
larly raising the question whether 
this is a propitious time for the Fed- 
eral Government to thrust new in- 
dustrial statutes into the existing 
Situation—(I refer to the proposal 
to write a quick Federal code cov- 


calls 


+ ering minimum wages, 


Legislation Already Enacted Declared to 


Until Regulations Can Be Assimilated—Warning of Dangers From Bureaucracy 


hours and child labor)—before ex- 
isting statutes are safely and wisely 
stabilized and mutualized with a 
legal recognition of the blunt ne- 
cessity that “fair labor practices” 
involve reciprocal obligations upon 
employe and employer alike. 

I attach myself to the view sug- 
gested by the distinguished junior 
Senator from Nevada, Mr. McCar- 
ran, that we had best postpone these 
new statutory controls until we may 
be confident that we have found 
the right answer in terms of real 
advantage for the vast army of 
American workers who now hold 
profitable jobs and who want to 


keep them. 
Of course there can be prompt 
agreement on a _ Constitutional 


Amendment against the exploitation 
of children in industry. My own 
recent proposal ras the virtual en- 
dorsement of most of the forces 
which have fought kindred propo- 
sitions heretofore. There can be 
prompt agreement on the Wheeler- 
Johnson ban against the products 
of child labor in interstate com- 
merce. 


“ECONOMIC INDIGESTION” 

But the question of hours and 
wages only recently committed to 
legalize collective bargaining by 
Congress—is inevitably involved in 
today’s whole industrial controversy, 
insofar as that controversy is not 
a sheer and naked reach for ar- 
bitrary power. It is involved in to- 
day’s whole problem of equitable 
labor peace which is antecedent to 


labor prosperity, or prosperity for | 


anybody. It is a grave question in 
public policy whether this latter sec- 
tor is not already so belligerently 


complicated that no good purpose, | 


for anybody, is to be served by open- 
ing up new and added legislative 
regulations and resultant contro- 
versies at the moment, no matter 
how inherently persuasive. There 
is such a thing, unfortunately, as 





economic indigestion. There is also | 


such a thing as suicide. 

Now, there is a strong case to be 
made for minimum wage and maxi- 
mum hours laws in the States and 
for the theory of a basic Federal 
standard to equalize competitive 
conditions. There is an equally 
stronge case to be made against a 
national straight-jacket in these 
matters but a still stronger case 
against the creation of a new Fed- 
eral bureaucracy with large discre- 
tionary and dictatorial powers—as 
seems inevitable under the formula 
thus far proposed. 

But I submit that there is no case 
whatever to be made in favor of 
rushing pell-mell into all the impli- 
cations of any such legislative pro- 
gram when, with our monitory NRA 


By SENATOR ARTHUR H. VANDENBERG 


Republican, of Michigan, Member of the Senate Committee on Commerce 
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experience as a background, we 
know the sinister possibilities 1n this 
ultimate field of action. Nor is there 
any case to be made in favor of 
piling new and uncertain mandates 
of law upon industry before industry 
has learned to live under mandates 
already created. 

The idea suggested in the press 
that such a program might be per- 
fected by June 15 and rushed to 
quick conclusion—involving, as it 
ultimately does, the whole American 
economy—is a travesty upon pru- 
dence. 

Constantly to be borne in mind 
is the fundamental proposition that 
not law but successful and profitable 
commerce, within the reasonable 
price-reach of the ultimate con- 
sumer, is the key to more jobs and 
better wages. This does not argue 
against vigorous statutory protec- 
tion of Labor against exploitation; 
emphatically otherwise. But it does 
argue against needlessly multiplied 
or premature statutory experiments 
which are so rapidly precipitated 
upon American business that it sinks 
instead of swims. There is a limit 
to endurance. Only Heaven can 
help us if this endurance fails. There 
can be no substitute in statesman- 
ship—unless it be vain reliance on 
dictatorship. 


| 
| 
| 


| 


American industry, although beset 
with strikes, is struggling back to 
production and employment peaks. 
This is the prime pre-requisite to 
any mass prosperity because no 
amount of legislative prescription, 
no matter how enthusiastically or- 
ganized, can substitute for business 
itself as a producer of jobs and 
wages. 

The finest reforms are fruitless— 
and this goes for the whole contem- 
plation today—if they create more 
problems than they solve, and if, in 
the language of the street, they “kill 
the goose that lays the golden egg.’ 

Our estimated production index 
for May is 117 as compared with 119 
in 1929. Employment is at the in- 
dex of 102 as compared with 105 in 
1929. Payrolls are at 105 as com- 
pared with 109 in 1929. Manifestly 
there is no such emergency as justi- 
fied hasty experimentation at the 
depth of the depression. On the con- 
trary, the paramount need at the 
moment is to consolidate our gains, 
stabilize our progress, and standard- 
ize a rational and mutually help- 
ful relationship through reasonable 
collective bargaining under the new- 
ly authenticated Wagner Act, before 
precipitating new complications 
through new mechanisims of dubious 
implication. There is such a thing 


+ as giving a recuperating patient too 





| 


much medicine when he is conval- 
escing. 


+ 


Labor is entitled to a constantly | 


broadening share in the fruits of its 
own production. Labor is entitled to 
be free—whether in or out of a un- 
ion. I continue to believe that an 
ultimate formula for definite profit- 
sharing, encouraged through tax ex- 
emptions, plus as near as possible an 
approach to the idea of an annual 


wage, is Capitalism’s saving grace in | 


his connection. But it profits La- 
bor or Government nothing to force 
prematurely heavy burdens upon in- 
dustry before they can be assimilat- 
ed; particularly if it results in the 
abandonment and liquidation of en- 


tion, never worked and never will. 

They include the probability that 
Federal ‘wage-fixing and price-fixing 
together will lead to compulsory 
arbitration in labor relations—not 
voluntarily, but by sheer force of 
necessity as we are driven closer 
and ever closer to the centralized, 
authoritarian State with its tyranny 
of oppressive Government-blessed 
monopolies. They include the prob- 
ability of an enforced return to the 
exploded economics of “controlled 
scarcity” which vainly promises 
more wealth by producing 
wealth—a sort of “share-the-pov- 
erty” movement. 


| WARNING OF DANGERS AHEAD 


terprise entirely. This unfortunately, | 
is happening in many instances; and | 


there will, I fear, be many more to 


come if the responsibility of business | 


becomes unbearable. This does not 
produce real wealth. There is sim- 
ply less wealth to divide and share. 


OTHER PROBLEMS FIRST 

These practical phases cannot be 
safely ignored. Furthermore they 
touch many angles. From Labor’s 
view-point, for example, I should say 
that this would be an exceedingly 
poor time to fix even a minimum 
statutory wage because the real 
value of wages, measured in pur- 
chasing power, is in such a state of 
flux. Real wages already are in the 
grip of a vicious circle—pay scales 
up—then production costs up—then 
living costs up—then buying cur- 
tailed—then scarcer jobs—then real 
wages lower—then another readjust- 
ment, and the spiral starts all over 
again. 

Meanwhile, the uncertainties of an 
unbalanced federal budget, and the 
restless implications of our giddy 
gold and silver purchase policies 
warn all realists that the value of 
money is utterly speculative until 
these inflationary forces come to 
curb. Until money values are stand- 
ardized, wage values cannot be 
standardized. In other words, there 
are other problems that ought to be 
settled first. 

Again, before we may proceed with 
prudence and reasonable security to 
establish wages and hours by federal 
fiat, the whole related economic 
problem must be painstakingly ex- 
plored lest our zeals lead us unwit- 
tingly astray. These related eco- 
nomic problems include new disloca- 
tions in relative agricultural parity. 
They include the deadly menace of 
an ultimate consumer who will one 
day himself strike against commod- 
ity prices which are driven too swift- 
ly upward by artificial governmental 
means. They include the probability 
that federal wage fixing, once in- 
itiated, may lead to federal price- 
fixing which, as a general proposi- 


There are many other equally 
vital relationships which require to 
be thought through to their ultimate 
conclusion before we set our feet 
upon those yet newer roads. The 
whole fabric of the nation is ulti- 
mately involved. When we have 
thought these things through—and 
at least a few recognized economists 
approve our findings—I bespeak the 
willingness and the courage to pro- 
ceed though it be in undiscovered 
country. 

But it is folly to suggest that we 
can think them through in two 
weeks or two months. Particularly 
is this true when available seasoned 
advice, from the President himself 
on down the line, usually is unable 
to do more than to recommend the 
creation of a delegated authority to 
find the answers which we are un- 
able to find ourselves. That is the 
essence of Fascism—however far it 
be from the inherent purpose. Cer- 
tainly the mountain will have la- 
bored to produce a mouse if our 
present hasty product is, in reality, 
but an admission that no truly uni- 
form hours-and-wages rule is uni- 
versally feasible in so expansive a 
country as America, and that the 
best we can do is to turn over the 
power of effective decision—the 
power of life-and-death over in- 
dustry—to a new and all powerful 
bureaucracy. 


MOTIVES VS. REALITIES 


The President submitted an able | 


Require a Breathing Spell For Industry 


+ 


less 


tions. It is struggling under a new 
Surplus tax which, in many in- 
stances, dangerously prohibits the 
use of earnings to cushion prudent 
operations, to protect against “rainy 
days”, or to expand into operations 
that would make more jobs. 

In many units, business must ac- 
comodate itself to the Wagner Act 
—another innovation which already 
deals with hours and wages through 
collective bargaining rather than 
through direct statute. 

It is beset with such uncertainties 
on every hand—such utter inability 
to figure reliable costs so much as a 
week ahead, particularly in view of 
precarious money values—that long 
range planning for bigger and bet- 
ter things is becoming next to im- 
possible. Yet it—and it alone—can 
take up what remains of the unem- 
ployment slack. The achievement 


| of this latter goal is bound to be 


less a matter of legislative formula 


| now than a matter of legislative 


opportunity to forge ahead in com- 
petitive pursuit of more trade to 
produce more jobs, higher wages. 
The production of more things 
for more people at prices within 
their reach will do more for labor 
and for the common prosperity 
than all the vague and wishful leg- 
islation, no matter how worthily 


sustained by theory, which we might 


add at the moment to the current 


| schedule. 


| 


message upon this subject in respect | 


to its humane objectives. But good 
motives alone are not enough. The 
business problem in America today 


is a battle of realities which must be rection in these fields. But haste 


taken as they are. 
to meet a pay-roll. 


It is one thing 
It is quite some- 


thing else to talk philosophy. 


Let it be remembered that Amer- 
ican business—our sole producer of 
industrial jobs and farm markets— 
already is struggling to accomodate 
itself to many new situations. It 


This does not say that continuing 
protective statutes for industrial 
equity shall be forgotten; exactly 
contrary. It simply says, as a mat- 
ter of reality, that existing statutes 
are adequate for the time being; 
and that legitimate business—if it 
is to have any time and opportunity 
left to create the jobs and wages 
that are demanded of it—must have 
a reasonable “breathing spell” from 
more new inconclusive, experimental 
statutes. 


PLEA FOR DELAY 

There is no imminent emergency 
which calls for Federal control of 
hours and wages at the moment; 
and there is less than no experi- 
enced assurance that the proposed 
control would contribute to trade 
and employment and the general 
welfare even if there were an emer- 


| gency. Probably we are coming to 


some sort of ultimate Federal di- 


makes waste. 

I respectfully submit that a joint 
study of the hours and wages prob- 
lem, with all its related implications, 
by the appropriate Senate and 


| House committees during a Con- 
gressional recess, which the coun- 


has, for example, loyally accepted | 


new Social Security laws and taxes 
and is moving forward under them 
—the first of many far-flung innova- 





+ The Case 


Newsarana « US + 


Not a second NRA. Precedents 
for buttressing legality. Re- 
lation to tariffs and unem- 
ployment. 


NTO the Senate caucus room last | 


week fluttered a blue bird that 
confusedly beat its wings against the 
high ceiling. Senators, Congress- 
men and witnesses at the joint com- 
mittee hearing on the proposed 
Black-Connery wages-and-hours bill 
viewed the little creature quizzically. 
Was it, someone asked, a revived 
wraith of the Blue Eagle? 

But as first Government witness at 
the hearings, Robert H. Jackson, 
Assistant Attorney General, vigor- 
ously denied that the proposed meas- 
ure would revive workings of the 
NRA, though in common with NRA 
the purpose was to eliminate unfair 
labor practices. 

“This bill does not plunge the na- 
tion headlong into a rigid and wide- 
spread policy of regulating wages 
and hours,” he said, but its aim is 
“to insure decent labor conditions 
for the submerged third of our popu- 


| lation.” 


| A CHALLENGE TO COURT 


On child labor, he declared, the 
bill would offer a direct challenge to 
the Supreme Court to reverse its in- 
validation in 1918 of the Federal 
Child Labor Act which sought to ex- 
clude the products of child labor 
from interstate commerce. In its 
previous decision, he said, the Court 
had failed to recognize the relation 
of the legislation to regulation of in- 
terstate commerce, regarding it in- 
stead merely as a police regulation 


For Wage-Hour Bill As Presented By 


Committee Members Hear Spokesmen Favorable 


| 








To Proposal—Constitutionality Defended 


to accomplish a social objective. And 
now, he felt, it is time for the Court 
to “remove this blemish from our 
judicial history.” 

Constitutionality of the present 
bill is soundly based, Mr. Jackson 
contended, on the power of Con- 
gress to regulate interstate com- 
merce and, in drafting it, various 
constitutional theories of the com- 
merce power as upheld in Supreme 
Court decisions have been relied up- 
on. He classified as among the dif- 
ferent judicial theories of the com- 
merce power which the bill invokes: 

1. The power directly to regulate 
or prohibit movement across State 
lines of goods deemed for any reason 
to offend against sound national 
policy. (Doctrine of the Child Labor 
Act, overruled by the Supreme Court 
in Hammer v. Dagenhart, 247 U. S 
251). 


|¢ 2. The power to regulate competi- 


| 








tion in interstate commerce. (As in 
anti-trust legislation.) 

3. The power to eliminate labor 
conditions which lead to labor dis- 
putes that directly burden or ob- 
struct commerce. (National Labor 
Relations Board v. Jones & Laugh- 
lin.) 

4. The power to prohibit transpor- 
tation of goods into States in viola- 
tion of the laws of such States. 
(Kentucky Whip & Collar case, Jan 
4, 1937, and Whitfield v. Ohio, 299 
U. S. 431.) 


+ 


| Slon. 


5. The power to eliminate a condi- kins expressed preference for a La- 


tion which affects the movement of 
goods, the price of goods, or which 


causes undue price fluctuation in 
interstate commerce. (Upheld in 
stockyards and _ grain exchange 
cases.) 


6. The power to regulate conduct 
intended to divert or substantially 
affect the movement of goods in in- 
terstate commerce. (Doctrine of the 
Coronado Coal case, 268 U. S. 295.) 


CHILD LABOR CASE 

“The power of Congress to enact 
the bill is clear,” Mr. Jackson said, 
“under the decisions, both old and 
recent, except for the denial by the 
Supreme Court in the child labor 
case of the most simple and clear of 
all these theories We owe 
it to our times to challenge the per- 
version of our Constitution injected 
into our law by the child-labor deci- 
This bill would challenge it.” 
Business as well as labor would 


| benefit from the legislation, testified 


Labor Secretary Perkins, because 


uniformity of labor sta rds would | |. ? 
; ndards | cial class where annual earnings of | 


| $1,200 or less prevail.” 


(1) minimize unfair competition, and 
(2) diminish likelihood of strikes. 


EFFECT ON PRICES 

Maximum hour standards should 
be set, she believed, between 30 and 
40 hours, varying with different in- 
dustries. Wage differentials should be 
fixed administratively rather than 
in the bill itself, she said. Miss Per- 








bor Standards Board of three mem- 
bers instead of five. 


In answer to a question, she said | in his industry, he told the commit- 


she did not believe the legislation 


! 


Witnesses + 


however, would be “strenuously op- 
posed” by the Federation “as con- 
trary to our conception of democracy 
and as violating the cardinal prin- 
ciple of self-government in private 
industry prevailing in this country.” 


FOR A 30-HOUR WEEK 
Robert W. Johnson, youthful pres- 


| ident of Johnson & Johnson, Inc., 


| surgical 


would force prices up to a point | 


.| where tariff increases would be nec- 


essary to bar out foreign goods pro- 
duced by lower paid foreign labor. 
Led by Chairman Connery of the 
House Labor committee, a Congress 
group, regardless of possible con- 
flict with the Hull reciprocal trade 
treaty policy, has announced adher- 
ence to a plan to give the Labor 
Standards Board “permissive au- 
thority” to increase duties if in- 
creased labor costs led to threat of 
destructive foreign competition. 
Qualified support of the measure 
was given in testimony by William 
Green, president of the American 
Federation of Labor. Emphasizing 
that his organization opposes “gen- 
eral government wage regulation for 
men in private industry,” he said he 
favored minimum wage regulation if 
it dealt only with “a very limited, spe- 


Workers in 
that category represent, he said, “a 
portion of the industrial community 
where the principle of collective bar- 
gaining presents difficulties of appli- 
cation, and so requires special pro- 
tection from the Government.” Any 
proposal to deal with governmental 
fixing of general wage standards, 


dressings manufacturers, 
urged a 30-hour week. The six-hour 


| 
| 
| 
| 


try craves, could hope to bring us 
seasoned, sustained and matured 
recommendations of a specific na- 
ture at the beginning of another 
session; whereas the hasty, snap- 


| judgment enactment of more un- 


| certain, 


day had been applied satisfactorily | 


tee. He contended there should be 
no wage differential, with a lower 
scale for Southern than Northern 
workers. He thought that added in- 


| dustrial costs occasioned by higher 


wages would be largely offset by re- 
duced taxes now required for relief 
of the unemployed. 

Estimating that the bill would 


| affect industries employing some 12,- 


i 





000,000 persons, Leon Henderson, 
WPA economist, told the committee 
that “more than six million em- 
ployes would be potential candidates 
for reduced hours or increased 
wages.” In his opinion, such legisla- 
tion by shortening hours and making 
more jobs would help take 1,500,000 
persons off relief rolls and into pri- 
vate employment. 

John G. Paine, chairman of the 
management group of the Council 
for Industrial Progress, and Paul S. 


speculative, bureaucratic 
legislation at the moment—freight- 
ed as it is with an infinity of other 
industrial problems—is calculated 
to do more harm than good. 

In conclusion, I respectfully beg 
to recail the advice to Labor which 
once fell from the lips of its greatest, 
single friend in the American Labor 
movement—one who fought aggres- 
sively for Labor, but who never neg- 
lected the national vision in respect 
to Labor’s sound and reliable pro- 
gress. Of course it always will be 
true that Labor cannot disassociate 
itself from the welfare of the coun- 
try any more than the country can 
disassociate itself from the welfare 
of Labor. Except as both welfares 
develop simultaneously there can be 
no permanent advantage for any- 
body. This truth is too frequently 


| in danger of being overlooked today 


| 


| 


Hanway, secretary of the National | 


Fiber Can and Tube Association, 
suggested exemption for employers 
of fewer than eight persons and 
clearer definition of powers to be 
delegated to the Board. 

‘Early sessions of the committee 
were taken up by testimony of wit- 
nesses favorable to the measure. Ad- 
verse testimony remains to be heard 
from oposing witnesses. 





| 


| 


on many fronts. The greatest Labor 
statesman who ever lived was Sam- 
uel Gompers. His imposing statute 
adorns Massachusetts avenue. Labor 
will never lose when it spares a mo- 
ment to consult with the bronze 
Gompers on his pedestal. Ther= is 
graven for all time where he wno 
runs may read, the following eternal 
admonition which today needs great- 
ly to be reiterated: 

“So long as we have held fast to 
voluntary principles and have beer: 
actuated and inspired by the spirit of 
service, we have sustained our for- 
ward progress and we have made our 
Labor movement something to be re- 
spected and accorded a place in the 
councils of our Republic. Where we 
have blundered into trying to force 
a policy or a decision, even though 
wise and right, we have impeded, if 
not interrupted, the realization of 
our own aims.” 





(Foregoing is the full text of an 
address delivered over a network of 
the National Broadcasting Come 
pany, June 5.) 
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THE INFLUX OF GOLD AND EFFECT IT HAS 
ON AMERICA’S WORLD MONETARY POSITION 





A dilemma, golden and politi- 
tical. Steadier foreign ex- 
change. What 
bring in its train. 


war would 


THEN on April 19, 1933, the United 
V States went off the gold standard 
self in a position enabling 
“colossal international 


it placed it: 
it to enter a 
gambling system 

That he way in which one Gov- 
ernment economist characterizes the 
present international financial set- 
up wherein the countries of the 
world “play” againgst each other, 
each hoping to gain advantage for 
its own monetary system. 

One step to offset the competition 
in currencies which has character- 
ized much of international financial 
dealings since the shifting away 
from the gold standard the tri- 
partite agreement entered into by 
France, Great Britain and _ the 
United States. Last week the work- 
ing of this agreement was put to the 
test by heightened international 
tension over Spain plus a recurrence 
of the rumors of a change in the 
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price of gold. 

How the agreement acted as a 
Stabilizing influence was described 
by Secretary of the Treasury Mor- 
genthau: 


STABILIZING INFLUENCE 
“Thanks to the tripartite agree- 
ment, there has been no disturbance 
of foreign exchange. That 
have been only minor fluct 
foreign exchange due to 
under tripartite agreement.” 
But in the jockeying for the best 
monetary position this country is 
handicapped, it is pointed out, be- 
cause it has definitely fixed the rate 
for buying gold at $35 an ounce. All 
other countries which have left the 
gold standard have a free market for 
gold. That is, they can fix the price 
from time to time according to the 
most favorable relationship to their 
currencies. 
ttractively 


uations 1n 
is action 


tne 


So att has the rest of the 
world regarded America’s price for 
gold that ever since the devaluation 
of the dollar other countries have 
been dumping gold into the lap of 
Uncle Sam. 


HUGE INFLOW OF GOLD 


As a result of the inflow this coun- 


try has more than five billion dollars 
more gold than it had immediately 
the dol- 
in- 


after the devaluation of 
lar. And imports of gold are 
creasing. While last year $1,100,- 
000,000 worth of gold was shipped to 
this country, shipments for the first 
four months this year were at an 
annual import rate of $1,800,000,000. 

Because of the huge inflow 
Treasury has had to continue 
flotation of notes to provide 
money for the purchase import 
gold for the inactive account. 


of 


r 


offered June 7 
erly June financing, Secretary Mor- 
genthau has announced. 

What is to be done about the gold 
imports? 


In the opinion of financial advisers 


of the Government, the Administra- 


there 


the 
its 
new 


There 
will be $800,000,000 of Treasury notes 
in the regular quart- 


the 
as Thev 
courses open, eacn 
numerous poten- 


l as Weil golden. 
find two principal 
one fronted with 
tial dangers 

One 
of the gold 


a continuation 
zation” policy with 
Secretary Morgenthau 
ember that 
ctors 


way leads to 
ste! 
the hope, as 
expressed it last Sept “if 
economic fa 
iprovement, 
reflux of a 
apital which has 
form of gold in the 


other important 
OW a 


expect to 


abroad sh irked in 


we may see a 
portion of the <¢ 
come he 


re In the 


past three years.” 


danger of an 
anced budget in that addi- 
taxes or borrowing may be- 
to carry on Govern- 


On this lies 
unbal: 
tional 
come necessary 


course 


ment operations. 

The procedure considered 
most effective is to lower the price 
of gold. But to do this would be to 
admit an error in paying too high 4 
price for gold and that a subsidy 
had been foreign gold pro- 
ducers. Also it expected that such 
a step would set up a deflationary 
chain which would lower commodity 
prices and raise severe repercussions 
from the inflationist bloc in Con- 
gress and cause serious international 
complications. 


EFFECT OF WAR THREATS 

Here are the devolpments as out- 
lined by one economist which might 
bring about a cessation of the gold 
inflow, even at the present price: 

The threat of war with its poten- 
tialities of higher taxes and con- 
fiscation of property must be re- 
moved. 

An international agreement must 
be reached in regard to the reduc- 
tion of gold. 


other 


paid 


requirements of central 
European countries which 
operating with minimum 
reserves, must be increased. This 
is held quite a likely development 
as many countries are operating on 
depleted reserves put into effect in 
recent years or during the gold 


Reserve 
banks of 
now are 


horns of a dilemma, 


| 








Are YOU a Business 
Coward? 


—and— does it show in your pay-check? 


“You've had your chance!” It was the 
General Manager speaking... 


| wo years ago I warned you that the 
only man who chould hope to get ahead in 


this organization was the man with training. 


“Merwin was only a bookkeeper then, you 

nber, but in time he was 
studving Higher Accounting, 7 knew what 
he was doing, and | told you then 
your eye on Merwin, : 


rem his spare 


io keep 


“He's had three raises since. He has more 
than doubled his salary 
dollar 1 pay him 
week | 


Ire asurer, 


and he earns every 


recommended him for 
and the Board elected 
We're mighty 


“Last 
Assistant 
him without a dissenting 
giad to have him in the gr 

“But 4 
a busine a 
have to do to x 
You wer 


vote 


oup. 


4, Jarvis—TI hate to say it—vou're 
. You hneve vou would 
t out of the small-pay class 

re simpl fraid to face the kind of 
effort and responsibility that could get youa 
substanti 


al salary. 

“And now it's too late. 
watch our overhead, and \ 
five men that we can get along without. 
could replace the lot of you tomorrow. 


rd what 


We've got to 
ou're one of about 


We 


“For your own sake, Jarvis. take a tip from 
a man who has been through the mill, and 
this time get busy and learn to do something 
better than the other fellow. 

“Jarvis, there’s no end of opportunity in 
business; but the only man who cashes in 
these as s is the man with the courage to 
get training. The offices of this 
country are simply el tered up with busi- 
ness cowards. It’s easy for the man who 
tra? bee the business coward is 
through before he starts.” 


special 


ause 


se 6 

Are YOU of several million routine 
men who have been driftit £ 
pey” job hing tor more money, 
never acti» 

Are YO! a business coward? 

Over 880,000 ambitious men have asked 
themselves this question during the past 
twenty-cight years—and replied with a ring- 
ing “NO!” 

In the quiet of their own homes, without 
losing an hour from work, these men have 
mastered the principles of business by 


one 
along in a “low- 


! 
always ¢ 


ual of busi- 


some of the 
respective 


problems 
ction of 


in their 


working out the act 
under the d 
st business men 
fields in America. Their 
record of aclflevem 
under the “LaSallk 
Problem Me thea is 
one of the most thrill- 


ness 
able 


ing chapters in 
the romance of busi- 
ness. During a single six months’ period, for 
example, reports came in to LaSalle from 
more than 1100 men and women stating that 
through the application of this plan they had 
increased their salarics by an average of more 
than 50 per cent. 

These men 


rapidly by 
Method” 


were able to progress 
means of the “LaSalle Pr 
than tl could have do 
other way, because in thet 
continually the very 
later face on the bi 
doin 


more 
blem 
ne 
training t 

proble ms the 

gger job. They learned by 
ing alone under the direct 
they 
allowed 


Moreover, stud 
supervision of an ¢ 
gressed as rapidly 
and that progress was further speeded by the 
fact that every day they could see themselves 
developing. This fact took all the hardship out 
of study—changed it into a fascinating game, 


pert instructor, pro- 


as their capacity 


with always the 
goal ahead of in- 


creased opportunity and greater pay. 


the 
realized that the 
who 
ove r 
courage— resol 


your busin 


coupon 
and Ss 
comp 
terested in, a weal 


in circumstances sin 
particulars of our conveni 


the 
put 
pon 


Whatever attitude you may have taken in 
past indeed, have never 
difference between the man 
and the man who 


the last anal 
1 


and you may, 


“puts it off” 


isin 


“puts it 
a matter of 
to face the problem of 
SS future iarely. 


SIS largely 
e today 


Within reach of your 
and a pencil. The coupon, 
ened, will bring you wit! 


of the 


LaSalle 
checked 
out obligation a 
training you are in- 
th of evic as to what 
has done for hundreds of men 
ular to yours, and full 
ent payment plan 


hand is a 


lete outline 
lence 
aSalle training 


It costs you nothing to get the facts 
exercise of business courage 
it off? —or put it over? Mail 


NOW. 


except 
Will you 
the cou- 


LaSalle Extension University 


Tell us which of the following programs 
of home-study training interests you most. 


BusinessManagement Man Sales 
nd Departmental Executive positions 
Higher Accountancy Audit Comp 

fied Public Accountant, Cost 
AccOuntant, et« 
Modern Salesmanship: Training for all 
Positions in retail, wholesale, or specialty 
selling 
Law—LL. B. Degree < 
Commercial Law. 
Industrial Management. 
Personnel Management. 
Tra@ic picangoment Tr aining for po 
tipn R al Traft Nt r 
ager. Rate Exper Preis ght 


NOTE: If you are undecided as to the field whic 
tunity, write us a brief outline of you 
Gladly advise you without obligating you. 


Solicitor, etc 


Railway Station Management. 
Modern Foremanship. 
Banking and Finance. 

Expert Bookkeeping. 


C.P.A. Coac i for Advanced 
Accountants 


Modern Busiec ss Correspondence. 
redit and Collection € Jorrespondence. 
Business English 

Stenography 
t to-da 
Paper Salesman's Training. 
Effective Speaking. 

Railway Accounting 

ch offers you the largest oppor- 
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r business history and.education, and we will ! 
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DEPT. 6348-R 


Stenotypy Training in 
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LA SALLE EXTENSION UNIVERSITY 


CHICAGO 
irs regarding opportunities in 
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shortage after the World War. 


golden troubles 
1933 when President 
was looking for some 
break the forces of de- 


America’s tide of 
began back in 
Roosevelt 

formula to 


flation. 


HOW IT ALL BEGAN 

It all looked quite simple when 
Henry Morgenthau, Jr. brought 
around his old college professor, 
George F. Warren a plan for 
devaluing the in relation to 
gold. 

Just then 
going so well 


a i ail if - 


— ny Mm yn 
with | Wy Wa 
lV 


dollar 


the recovery was not 

NRA had risen to its 
heyday and passed into a decline. 
Once more the deflationary trends 
were beginning to be felt by business 
when Mr. was introduced 
to the theory advanced by Professor 
Warren, that through an increase in 
the price paid for gold a rise could 
be brought in the prices of 
other comniodities. 

By taking part of the gold out of 
the dollar the Treasury realized a 
profit of $2,800,000,000, two billion of 
which was used to set up the nation’s 
currency stabilization fund. 


STERILIZATION PLAN 

On Dec. 22 of last year it was an- 
nounced that tax revenue or bor- 
rowed money would be used to 
“sterilize’ ’the incoming gold in an 
inactive accowmt where it would be 
kept out of the money stream. Thus, 
it would be prevented from swelling 
bank reserves and becoming a 
potential source of credit inflation. 

So far the cost of “sterilizing” the 
incoming gold has been approxi- 
mately $800,000,000 or at the rate of 
more than $150,000,000 a month. 

President Roosevelt last week as- 
serted that no change in the gold 
policy is contemplated. In the view 
of many Government officials the 
policy will be retained for an in- 
definite period but there is a strong 
likelihood that eventually the price 
for gold will be lowered. 

GLENN NIXON 
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In this fast-moving radio age, merchants, broad- 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 


GEORGE WASHINGTON 
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“I wholly disapprove of what you say but will 


defend to the death your right to say it.” 


VOLTAIRE 








-T is a matter of genuine regret that four years have 
gone by and President Roosevelt has failed to pre- 
sent a comprehensive tax plan to the nation. 

Without doubt the most essential factor in the 
attainment of a balanced budget is the development of 
tax rates that yield substantial revenues. 

Mr. Roosevelt's neglect of tax revision has cost the na- 
tion many billions of dollars in deficits and indirectly has 
produced misery for the many millions of persons who are 
still unemployed because the economic system is weighed 
down by inequitably distributed taxes. 

This palpable case of non-feasance is the most serious 
indictment of the Roosevelt Administration that can be 
made. It is not a spectacular indictment but it goes to the 
root of the hit-or-miss, zig-zag course which the Admin- 
istration has pursued in its opportunistic travels along the 
highroad of social reform. 

By all means let it be proclaimed at the outset that all 
tax evaders should be put behind the bars. It speaks ill 
of an administration which has within its own records in- 
stances of illegal evasion of the tax laws and yet has ef- 
fected no prosecutions and convictions. 

But if there have been cases of legal avoidance, and 
doubtless there were many, it hardly becomes the dignity 
of a President of the United States to seek to denounce 
by a kind of blackmail publicity the citizens who have 
complied with the letter of the law. 

If the “spirit of the law” is to be the criterion, then the 
President himself lives in a glass house. Mr. Roosevelt 
once denounced tax-exempt securities and recommended 
that a constitutional amendment be adopted to prohibit 
the issuance of tax-exempts, but nevertheless his own ad- 
ministration went on issuing them to the public just the 
same actually using certain tax exemptions as an induce- 


ment. 
Is there any equity in the re- 


EVADED TAXES uirement that one man who 
A SMALL PART pea $2,500 by hard work 
OF THE DEFICIT throughout the year should be 


compelled to pay income taxes 
whilst someone else who earns $2,500 by clipping coupons 
on tax exempt bonds should escape taxation on that in- 
come altogether? 

The easiest way to arouse the indignation of the aver- 
age citizen nowadays is to show that someone is the bene- 
ficiary of special privilege at the hands of the government. 
Mr. Roosevelt's examples of a few instances of tax avoid- 
ance in which no special privilege was granted but in 
which the negligence of his administration is revealed to 
the naked eye will awaken a keen sense of resentment 
throughout the country. 

A careful study of the statistics of income would seem 
to indicate that a relatively small amount of money hap- 
pens to be involved in Mr. Roosevelt's message to Con- 
gress about tax avoidance. Even if half of the entire net 
income of all persons earning $50,000 a year or over were 
taken in taxation it would not pay a fourth of the deficit 
this fiscal year. And the President concedes that the over- 
whelming majority filed honest returns on their income 
taxes. 

What really happened this spring was the discovery 
that estimates made by the President last January as to 
the amount of tax receipts expected were wrong. He had 
accepted optimistic hopes and guesses and when March 
15th arrived, there was consternation for it was ap- 
parent that the tax receipts fell behind the estimates by a 
substantial margin. 
MISTAKES NOT This was not a mere error in 
arithmetic. It was a mistake in 
economics. Mr. Roosevelt has 


OBSCURED BY 
SMOKESCREEN gone along for four years imagin- 
ing that economic tides would re- 


spond to his beck and call, that he had merely to feed bil- 
lions to the alphabetical agencies and the economic sys- 
tem would yield a glowing prosperity. But it turns out 
that the prosperity of the so-called priming of the pump 
is an artificially inflated prosperity and that even in these, 
sometimes called boom years, the tax receipts are far from 
sufficient to balance the outgo. What will they be in the 
first downward curve of the economic cycle? 

The President, of course, has failed to economize or the 
tax revenues would be more than adequate today. Un- 
fortunately he fears to cut expenses. For one thing it 
would break down his political power and also it might 
cause serious deflation of artificial prosperity. This is be- 
Cause the economic system is propped up on a false bot- 
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tom of governmental projects that have not really been 
adding to the permanent wealth of the country. 

When the President caused an inquiry to be made as to 
the reasons for the falling off of tax receipts, he found in 
the report given him a multitude of facts. But Mr. Roose- 
velt with his penchant for government-by-headline 
ignored the complicated and technical features of the 
American tax system which are tragically in need of re- 
vision and saw an opportunity to focus public attention 
on the so-called chisellers by selecting out of the report 
the items that would make newspaper sensations. 

But the discerning citizens of the republic are not so 
easily diverted by Mr. Roosevelt’s resort to the strata- 
gems of the demagogue. 

Incidentally there is about the President’s remarks on 
public affairs nowadays a sort of petulance, which does 
not speak well for the poise of a man who hitherto has 
been able to maintain good humor and good temper. His 
outburst last week for example against the Supreme Court 
for daring to take a customary vacation is a case in point. 
He himself has been absent from Washington 42 per cent 
of the days since he has been in office. To begrudge a rest 
to a hard-working Supreme Court is a sad commentary on 
presidential temperament these days. 


ATTEMPTS TO Mr. Roosevelt has had the 
happy faculty heretofore of radi- 
STIR UP CLASS ating kindliness. His recent out- 
ANTAGONISM bursts reveal him to many people 
as a man not averse to the prov- 
ocation of hates and class antagonism. This is not the 
personality millions of people have learned to love. 

Many critics, of course, have for some time accused Mr. 
Roosevelt of deliberately seeking to array class against 
class, but I have defended him again and again against any 
imputation of unworthly purpose. The events of the last 
week make it difficult to continue such a defense, for Mr. 
Roosevelt discourages those with a disposition to be 
friendly to him. 

The attack on the Supreme Court is as indefensible as 
the attempt to avoid the real tax problem that confronts 
the nation. Neither is true statesmanship. Neither does 
credit to the public record of Mr. Roosevelt. 

Somehow in the American system of government the 
people look to the man in the White House to lead, to give 
an example of restraint, of freedom from passion, of 
anxiety only for the masses of the people and for the 
adoption always of those policies which are of paramount 
public interest. 

The President himself would not care to be judged as 
harshly as he now is judging others. His attack on a 
coordinate branch of the government, his attempt to give 
the justices a list of “must” cases just as he has given a 
rubber-stamp Congress a list of “must” legislation to 
pass, is not worthy of a man who has the honor to be 
President of the United States. 


PETULANCE IN 


Has the Supreme Court taken 
a recess only this year? Has it 
not always ended its work in 


NEW ASSAULT 
une? Must the course of justice, 
ON THE COURT . as pea fe a 


pulsive as some of the acts of an executive fallen victim to 
an histrionic impatience? 

It will be a long time before the memory of the Presi- 
dent’s attack of last week on the Court will be erased. 
His unfair criticism will live to discredit an administra- 
tion which in many instances has given evidence of a 
creditable desire to bring about a social revolution of 
eminently desirable objectives. 

The way to reform, however, is not through the de- 
struction of the American system of government, the sys- 
tem which consists of three branches of government with 
checks and balances and not a fascistic one-man control. 

There are undeniably good reasons why a President 
should recommend legislation to Congress just as there 
are good reasons why the Senate and House should pains- 
takingly write the laws along lines that appear to carry 
out those of the President’s broad purposes which appear 
wise to the legislators. And no legislative subject carries 
with it today greater importance than a productive tax 
plan. Overlapping taxes between federal, state, and city 
governments cry out for remedy. Invasion of each 
other’s fields, multiplication of expense in collection, waste 
in administration serve only to add to the cost of com- 
modities and necessities of life. 

As proved by the Brookings theory, increases in money 
wages are illusory. It is the increase in real wages that 
counts. Such increase in real wages can be brought about 
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if prices are kept down and prevented from surging up- 
wards. 

The biggest single factor in the upward rise of the cost 
of living is the pyramiding of taxes and other costs created 
by Administration policies. But the biggest cost item of 
all is the tax. It now is eating like a cancer into the na- 
tional economy. It is keeping the national income from 
rising rapidly. It is slowly breaking down the productive 
machinery of the nation. 

Taxes of federal, state and city governments are reach- 
ing a dangerous percentage of the total national income. 
Also the national income is not rising as fast as the 
New Dealers had hoped and it will not rise rapidly, either, 
as long as impediments to economic progress are inter- 
posed under the camouflage of reform but for the real pur- 
pose of building up a socialistic form of government. 


CAMOUFLAGING To get state socialism into ef- 


fective operation, one-man gov- 


THE NEW DEAL'S ernment becomes an essential. 
REAL DILEMMA Nazi Germany and fascist Italy 


were preceded by experiments in 
state socialism. There is no middle ground between de- 
mocracy and dictatorship whether the dictatorship is born 
of a fascist or a communistic parentage. 

One of the things that hastens the advent of state so- 
cialism is the inability of the private capitalistic system to 
bear the burden of exorbitant taxes. A reasonable cost 
of government can be met in a democracy by an intelli- 
gent and comprehensive tax system. 

There are men inside the Roosevelt Administration, in 
Congress and in the executive branch, who sincerely be- 
lieve in the system of a capitalistic democracy and they con- 
scientiously seek the imposition of taxes that may be equi- 
tably distributed. But without the approval and stimulus 
of the Chief Executive no steps to enact tax legislation 
will be taken nowadays. 

If Mr. Roosevelt means to proceed now with a cam- 
paign for wisely distributed taxes, his demagoguery on 
the subject of tax evasion did not give a hint of any such 
constructive purpose. Mr. Roosevelt evidently prefers the 
atmosphere of polemics. He apparently is still in the 
mood of the last political campaign. He is not content 
with the scapegoats mobilized then. He must now have 
scapegoats to explain the unbalanced budget. 

It is to be hoped that these inferences will prove un- 
warranted. It is to be hoped that the President really will 
focus attention on the problem of tax-dodging as hereto- 
fore practiced by the politicians who think that when they 
have “soaked the rich” they have solved the tax dilemma. 
What they have feared to tell the people is that expenses 
have gone so high and the financial requirements of the 
government nowadays are so heavy that it really is going 
to be necessary to soak the rich to the point of confiscation 
and also to soak the poor to the point of real hardship. 


CANNOT DODGE 1° dodge the issue is to neglect 


a public duty. The Roosevelt Ad- 


TRUE TAX ISSUE ministration cannot dodge much 
MUCH LONGER longer. It will have to tax, and 


tax and tax. Then it will have to 
cut and cut and cut expenses and it will discover that the 
economic realists of the last few years who refused to go 
with the tides of so-called popular liberalism were a prac- 
tical minded group after all. For to conserve the eco- 
nomic virility of the nation it is necessary to stimulate pro- 
duction. To do this it is necessary to remove the impedi- 
ments to exchange of goods at fair prices, no small ob- 
stacle to which exchange is the growth of a cancerous 
system of taxation. 

The most notorious example of economic insanity 
is the levy sometimes called “an undistributed surplus 
tax” but which really is a tax to encourage economic de- 
pression and produce panic and unemployment in the 
United States. Its revision at this session of Congress is 
imperative. 

America is in a critical period of transition. It is strug- 
gling up the hill of recovery weighed down by legislative 
experiments created by the mistaken zeal of those who 
profess to be the friends of the masses. Some day the 
masses, as their real wages go lower and lower in terms of 
purchasing power, will discover they have been sold down 
the river. 

The best way, of course, to revise the tax system is to 
make the present rates more productive of revenues and 
to remove destructive taxes. And the best way to make 
tax rates productive of receipts is to give the economic 
system itself a chance to breathe the clean air of decent 
government instead of the stifling air of reckless 
demagoguery. 




































